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PROCEEDINGS  OF  THE  CONVENTION. 

ROOMS  OF  THE  INTERSTATE  COMMERCE.  COMMISSION, 

Washington,  D.  C.,  October  10, 1911. 

The  convention  met  at  11  o'clock  a.  m.,  being  called  to  order  by 
the  president,  R.  Hudson  Burr,  of  Florida,  with  William  H.  Con- 
nolly as  secretary. 

The  PRESIDENT.  The  hour  has  arrived  for  the  Twenty-third  An- 
nual Convention  of  the  National  Association  of  Railway  Commis- 
sioners to  come  to  order.  We  will  be  favored  by  some  welcome 
remarks  by  Judge  Clements,  chairman  of  the  Interstate  Commerce 
Commission. 

ADDRESS  OF  WELCOME. 

Mr.  CLEMENTS.  I  take  pleasure  in  uttering  what  I  know  to  be  the 
sentiment  of  the  Interstate  Commerce  Commission,  and  that  is  a  very 
hearty  and  whole-souled  and  continuing  welcome  to  this  convention 
and  its  members  to  these  quarters  for  the  transaction  of  such  business 
as  may  come  before  the  association  in  its  conferences. 

This  is  the  twenty-third  annual  convention  of  this  association.  It 
is  not  on  trial  as  an  experimental  organization  any  longer.  It  would 
be  useless  for  me  to  repeat  what  all  know,  and  that  is  that  the  con- 
ferences and  sessions  of  this  convention,  and  the  recommendations 
of  the  association  and  the  cooperation  between  the  Interstate  Com- 
merce Commission  and  the  State  commissions  and  between  the  State 
commissions  themselves,  have  been  of  the  utmost  value  to  all  of  us 
and  to  all  who  are  engaged  in  this  most  important  work  of  railway 
regulation. 

There  was  a  time  within  my  recollection  when  the  attendance  at 
the  meetings  of  this  association  was  meager,  because  the  commissions 
were  sparse.  Probably  not  half  the  States  in  the  Union  had  commis- 
sions when  this  association  was  organized.  Some  of  them  had  what 
were  then  called,-  for  want  of  a  better  name,  weak  commissions — 
that  is,  commissions  with  not  much  more  than  advisory  powers  and 
practically  without  any  real  power  at  all.  There  was  still  a  contest 
throughout  the  country  as  to  the  fundamental  right  of  railway  regu- 
lation or  the  regulation  of  corporations  engaged  in  a  public  service 
other  than  that  of  transportation.  It  seems  clear  now  that  the  period 
of  debate  over  that  question  as  to  the  constitutional  authority  to  regu- 
late public-service  corporations  has  passed,  and,  to  use  the  expression 
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of  the  older  lawyers  when  I  was  a  young  one,  that  is  settled  law — 
that  is,  the  principle  is  settled.  By  common  consent  of  the  people  of 
this  country  and  the  courts  the  principle  is  conceded,  and  it  is  ac- 
cepted of  necessity  by  the  interests  to  be  regulated  that  there  is  con- 
stitutional authority  for  reasonable  regulation,  and  that  there  is,  in 
addition  to  the  authority  for  it,  necessity  for  it. 

There  is  a  better  recognition  in  late  years  of  the  clear  distinction 
between  meddling  with  private  investments  in  a  private  enterprise 
and  regulating  a  public-service  corporation  which  is  affected  by  the 
public  interest.  When  a  corporation  takes  the  place  of  the  State  in 
any  matter,  it  takes  it  subject  to  the  obligations  that  State  would 
recognize  as  to  fairness  and  equality,  nondiscrimination  in  treatment, 
and  reasonable  rates.  There  is  a  clear  distinction  in  principle  between 
that  kind  of  regulation  and  that  which  would  undertake  to  regulate 
the  private  business  of  a  private  investment  in  a  concern  not  engaged 
in  a  service  public  in  its  nature. 

It  seems  unnecessary  longer  to  urge  the  principle  of  reasonable 
regulation,  since  it  is  accepted  by  all.  There  is  still  the  question  often 
arising  as  to  how  far  this  regulation  should  go,  how  far  the  public 
has  a  right  to  go  with  it,  and  how  far  it  is  necessary  to  go  with  it. 
Recognizing  that  it  is  right,  which  I  assume  will  be  acquiesced  in  by 
all,  though  the  authority  exists,  the  regulation  should  be  limited 
within  the  necessities  of  the  situation  at  all  times. 

Suitable  and  reasonable  regulation  having  been  accepted  upon  prin- 
ciple as  a  policy  justifiable  and  necessary,  we  have  continually  to  deal 
with  the  practical  question  as  to  how  far  to  regulate  and  in  what 
manner,  how  far  it  is  necessary  to  go  in  the  interest  of  the  public, 
and  that,  of  course,  is  always  a  matter  to  be  determined  by  condi- 
tions— by  changing  conditions. 

We  hear  a  good  deal  these  days  about  progressives  and  progressive- 
ness  and  reactionaries  and  overconservatism.  There  is  no  principle 
involved  in  railway  regulation  that  is  not  as  old  as  the  English  law 
and  the  American  law  founded  upon  it.  The  principles  of  equality 
and  justice  pervade  the  whole  system  of  English  and  American 
jurisprudence  and  have  been  recognized  for  ages.  There  is  no  ne 
sily  for  the  introduction  into  railway  regulation  of  any  new  prin- 
ciples. It  is  still  the  old  principles  which  never  change.  But  we 
often  hear  new  action.  neAv  legislation,  or  proposed  legislation  char- 
acterized as  revolutionary,  radical.  un-American.  un-English,  un- 
heard of  by  an  English-speaking  people.  It  is  characterized  as  being 
radical  and  revolutionary.  Those  engaged  in  promoting  legislation 
for  the  regulation  of  railroads  and  in  the  administration  of  the  laws 
after  they  have  been  nas-ed  ought  never  to  be  frightened  or  in- 
timidated by  a  cry  of  that  kind,  when  the  legislation  that  is  pro- 
1'0-ed  is  suitable  to  meet  conditions  as  they  change  from  time  to  time. 
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The  institution  of  courts  of  equity  in  England  hundreds  of  years 
ago  was  simply  the  meeting  of  conditions  as  they  arose,  not  upon  new 
principles,  but  to  give  effect  to  old.  recognized  principles,  because  the 
law.  by  reason  of  its  universality,  failed  to  meet  particular  instances 
and  promote  justice,  but  defeated  justice,  and  therefore  equity  juris- 
prudence was  established;  not  a  new  principle,  but  a  new  remedy,  a 
new  procedure  to  meet  necessary  conditions,  to  promote  the  ends  of 
justice.  Any  amount  of  this  kind  of  railing  need  not  intimidate  any- 
one who  is  seeking  to  carry  out  the  ancient  principles  of  justice  and 
riarht  in  dealing  with  these  concerns  which  serve  the  public  and 
are  under  obligations  to  serve  it  on  the  basis  of  those  principles. 
It  does  require  new  legislation.  It  dees  require  that  which  seems 
wholly  ne\v  as  to  procedure.  It  was  deemed  necessary  to  create 
commissions,  because  courts,  under  the  law  and  the  uniform  prac- 
tice and  procedure  of  taking  evidence  and  administering  a  hard 
and  fast  law,  were  not  suitable  to  deal  with  these  administrative 
questions  respecting  conditions  that  change  from  day  to  day  and 
from  year  to  year.  Therefore  commissions  were  substituted  for 
courts  in  the  first  instance  to  meet  these  conditions,  and  legislation 
giving  authority  to  commissions  must  be  changed  from  time  to  time ; 
and  although  on  the  face  of  it  it  may  appear  very  novel,  or  radical, 
superficially  considered,  we  must  not  forget  that  it  is  simply  mold- 
ing the  law  on  the  basis  of  the  ancient  principles  of  justice  and  right 
to  meet  the  changing  conditions  and  the  demands  of  the  day  from 
time  to  time  to  that  end.  This  is  true  progress,  justifiable  progress, 
and  every  man  may  well  be  proud  of  the  fact  that  he  is  in  line  with 
that  kind  of  progress! vcness  which  insists  upon  meeting  present  and 
changing  conditions  from  time  to  time,  to  administer  the  principles 
of  justice  in  all  these  affairs,  regardless  of  the  fact  that  it  may  re- 
quire a  new  law  or  a  new  procedure  or  a  now  method  to  deal  with  it. 
If  we  stop  in  respect  to  railway  legislation  or  in  respect  to  any  of 
these  other  great  matters  that  modern  conditions  have  thrown  upon 
this  country  to  deal  with  in  preserving  to  the  public  and  to  the 
IIHC  of  the  public,  not  to  this  generation  alone,  but  for  all  genera- 
tions to  come,  the  great  water  highways  of  this  country,  the  water 
-applies  and  the  use  of  the  natural  resources  of  the  country, 
to  the  end  that  they  may  not  be  monopolized  by  a  few,  but  shall 
fairly  serve  the  public  of  this  and  all  coming  generations,  we  would 
fall  short  of  the  duties  that  rest  upon  this  generation — far  short. 
To  do  so  would  be  a  cowardly  failure  to  confront  the  necessities  of 
the  hour  and  the  duties  cast  upon  this  generation  to  protect  it  and 
coming  generations  from  oppression  in  the  future. 

It  is  a  mistake  to  say  that  the  least  legislation  is  the  best.  It  has 
been  said  that  that  government  is  best  which  governs  least.  But 
conditions  are  such  as  to  show  there  is  need  for  government,  sound 
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government,  real  government,  real  regulation  of  these  matters. 
Conditions  which  leave  public-service  corporations  free  for  the  most 
part  to  do  as  they  choose  result  in  combinations  and  monopolies 
and  the  bringing  together  of  great  concerns  for  the  creation  of 
monopoly  in  respect  to  a  service  which  is  a  large  and  vital  part  of 
the  commercial  life  of  the  present  time,  and  will  be  for  all  future 
commerce  and  business,  a  service  upon  which  every  family  and  every 
individual  in  the  land  is  of  necessity  dependent,  not  quite  so  much 
as  he  is  upon  the  air  he  breathes,  but  commercially  absolutely  depend- 
ent. This  is  a  modern  development,  and  it  is  a  modern  condition 
that  has  come  to  stay,  and  it  is  justly  to  be  regulated  in  the  interest 
of  the  public  with  due  regard  at  all  times  to  the  private  investment 
that  is  put  into  it  by  consent  of  the  public.  It  is  just  as  incumbent 
upon  us  and  upon  all  who  have  to  do  with  these  matters  of  regulation 
in  the  administration  of  these  laws,  as  well  as  upon  every  voter  of  the 
country  who  votes  for  those  who  are  to  pass  laws  respecting  these 
matters,  to  keep  in  mind  the  sacredness  of  the  right  of  the  private 
investment  that  goes  into  these  properties,  that  it  shall  not  be  un- 
justly treated,  and  that  it  shall  not  be  confiscated,  as  it  i<  that  we 
should  protect  the  title  to  a  man's  house  and  lot. 

On  the  other  hand,  there  is  the  same  fundamental  principle  and 
duty,  as  well  as  necessity,  of  practical  regulation,  to  restrain  these 
public-service  corporations  so  that  their  charges  shall  be  reasonable, 
and  particularly  that  they  shall  not  be  discriminatory  as  between 
persons  or  places  or  different  kinds  of  business.  We  have  been  told 
that  the  selfish  interests  of  the  corporation  engaged  in  the  public 
service  would  lead  it  to  be  just  to  all  of  its  patrons,  because  that  was 
the  best  way  to  promote  its  business.  That  sounds  very  well  and 
looks  reasonable  and  plausible,  but  practicable  demonstration  is  to 
the  contrary;  that  for  one  reason  and  another  the  discriminations 
are  made,  unless  the  law  restrains  them,  and  they  are  almost  uni- 
versally made  in  favor  of  the  strong  and  against  the  weak;  and  that 
is  for  a  perfectly  natural  reason  also,  and  is  illustrated  in  the  tre- 
mendous business  that  is  offered  by  a  large  shipper — one  of  the 
packers,  for  instance,  who  can  offer  a  trainload  a  day  of  business, 
a  large  and  continuous  volume  of  business.  His  business  is  worth 
bidding  for,  while  the  occasional  shipper  has  a  business  which  is 
of  a  trifling  nature  or  trifling  importance,  and  is  a  drop  in  the 
bucket  with  respect  to  the  whole  business,  and  naturally  such  dis- 
criminations as  have  been  practiced,  have  almost  universally  been 
in  favor  of  the  strong  and  against  the  weak;  and  hence  not  only 
the  justice  but  the  necessity  of  a  strong  hand  of  regulation,  not  to 
confiscate,  not  to  unjustly  treat  these  investments,  but  to  hold  the 
managements  within  reasonable  bounds,  to  do  justice  to  all  alike. 
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It  is  a  mistake,  however,  to  suppose  that  the  necessity  for  addi- 
tional legislation  will  ever  pass.  I  remember  hearing  a  candidate 
for  the  legislature  once  say  there  was  entirely  too  much  law ;  that  all 
that  was  necessary,  instead  of  having  a  thousand  or  twelve  hundred 
or  fifteen  hundred  pages  in  the  code,  was  to  have  a  book  the 
size  of  the  old  blue-backed  Webster  spelling  book.  If  everybody 
would  do  what  they  ought  to  do,  perhaps  the  Ten  Commandments 
would  be  sufficient,  and  we  would  not  need  any  more  than  that; 
but  the  experience  of  the  world  is  to  the  contrary,  and  therefore 
conditions  must  be  met  and  laws  must  be  made  with  respect  to  those 
who  would  do  wrong,  and  not  with  respect  to  the  great  majority  who 
would  do  right.  Hence  the  necessity  for  laws  to  meet  new  conditions. 
I  suppose  those  who  are  in  favor  of  such  laws,  from  time  to  time, 
as  necessities  may  arise,  and  as  they  advocate  them,  although 
they  advocate  them  with  the  constant  purpose  in  mind  to  do  only 
that  which  is  just  and  not  to  oppress  those  who  have  invested  their 
means  in  these  properties,  will  always  be  characterized  as  unduly 
progressive  or  radical.  We  ought  neither  on  the  one  hand  to  be 
intimidated  by  that  cry  nor  on  the  other  hand  permitted  to  forget 
the  right  of  the  investor  in  these  properties,  and  should  go  with  an 
even  hand,  with  a  cold-blooded  sense  of  justice,  and  do  that  which 
is  right  in  the  passage  of  laws  and  in  their  administration. 

I  have  talked  longer  than  I  expected  to,  but  I  want  to  repeat  on 
behalf  of  the  Interstate  Commerce  Commission  and  everybody  con- 
nected with  it  that  we  are  glad  to  see  all  of  you  here.  You  are  wel- 
come to-day  and  at  all  times.  We  fully  appreciate  the  importance 
of  this  convention,  although  each  State  commission  represented  here 
has  its  own  field  of  operation  and  we  have  ours. 

These  questions  interlace.  They  are  the  same,  whether  they  arise 
in  a  State  or  in  respect  to  interstate  commerce.  Many  of  them  are  to 
be  decided  upon  the  same  principles,  and  there  is  great  value  in  har- 
mony of  action. 

There  is  great  value  in  the  interchange  of  views  respecting  the 
practical  methods  of  meeting  the  various  duties  with  which  the  com- 
missions are  charged,  not  only  as  to  rates  and  charges,  but  as  to  grade 
crossings  and  safety  appliances  and  all  of  the  various  questions  which 
come  before  you  or  us.  There  is  great  value  in  the  exchange  of  views 
and  experiences  and  the  discussion  of  these  questions,  so  that  so  far 
as  possible  they  may  all  be  dealt  with  in  the  same  way,  especially 
where  the  same  conditions  and  the  same  facts  practically  and  the 
same  principles  are  involved.  Having  an  eye  to  the  public  interest 
and  the  fair  interest  of  the  investor,  these  conferences  can  not  fail, 
as  has  been  demonstrated  in  the  past,  to  be  of  great  value  to  each 
and  every  commission  in  dealing  with  these  complicated  and  ever- 
changing  conditions. 
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The  PRESIDKNT.  Wo  will  dispense  with  the  reading  of  the  call,  but 
it  will  be  inserted  in  the  record  of  the  proceedings. 

CALL  FOR  TWENTY-THIRD  AN.MAI,  CONVENTION. 

To  THE  MEMUEKS:  The  next  annual  convention  of  the  National  Association 
of  Railway  Commissioners  will  convene  in  the  hearing  room  of  the  Interstate 
Commerce  Commission,  in  the  city  of  Washington,  D.  C.,  <>n  Tuesday,  October 
10,  1911,  at  11  a.  m. 

It  has  no  doubt  for  several  years  been  apparent  to  the  members  that  proper 
consideration  and  discussion  of  the  increasing  number  of  important  topics  sub- 
mitted to  the  association  will  necessitate  some  extension  of  the  convention 
period.  Bearing  this  in  mind,  the  executive  committee,  at  its  meeting  in  April 
last,  voted  to  recommend  that  the  membership  come  to  this  year's  convention 
prepared  to  remain  five  days. 

The  committees  to  report  are  as  follows: 

EXEC.TT1VE    COMMITTEE. 

O.  P.  Gothlin,  of  Ohio,  chairman. 

Martin  S.  Decker,  of  New  York.  It.  Hudson  Burr,  of  Florida. 

L.  B.  Finn,  of  Kentucky.  William    II.    Connolly,    of    Interstate 

Robert  R.  Prentis,  of  Virginia.  nerce  Commission. 

Charles  F.  Staples,  of  Minnesota. 

GRADE  CROSSINGS  AND  TRESPASSING   ON   RAILROADS. 

G.  AY.  Dickinson,  of  Michigan,  chairman. 

H.  Warner  Hill,  of  Georgia.  \Y.  F.  McKnight.  of  Arkan.- 

Edward  M.  Bassett,  of  New  York.  J.  M.  Eshleiuan,  of  California. 
Franklin  McNeill.  of  North  Carolina.         Aaron  P.  Anderson,  of  Colorado. 

W.  P.  McNair,  of  Arizona.  Richard  T.  Iligging.  of  Connecticut. 

William  J.  Wo«d,  of  Indiana.  Newton  A.  Blitch,  of  Florida. 

N.  S.  Ketchum,  of  Iowa.  B.  A.  Eckhart,  of  Illinois. 

Frank  J.  Ryan,  of  Kansas.  Shelby  Taylor,  of  Louisiana. 

F.  M.  Sheppard,  of  Mississippi.  John  A.  Jones,  of  Maine. 
J.  C.  Sullivan,  of  Ohio.  L.  P.  Tarlton,  of  Kentucky. 

G.  A.  Hen shaw,  of  Oklahoma.  Phillip  I).  Laird,  of  Maryland. 

T.  K.  Campbell,  of  Oregon.  George  W.  Bishop,  of  Massachusetts. 

Charles  N.  Mann,  of  Pennsylvania.  Frank  A.  Wightman.  of  Missouri. 
(',.  McDuffie  Hampton,  of  South  Caro-     D.  Boyle,  of  Montana. 

lina.  II.  T.  Clarke,  jr.,  of  Nebraska. 

William  D.  Williams,  of  Texas.  Arthur  G.  Whittemore,  of  New  Harnp- 
J.  S.  Jones,  of  Washington.  shire. 

J.  N.  Carlisle,  of  Now  York.  Thomas  J.  Tlillery.  of  New  Jersey. 

Charles  E.  Elmquist,  of  Minnesota.  W.  II.  Siusman.  of  North  Dakota. 

William  F.  Rhea,  of  Virginia.  David  J.  White,  of  Rhode  Island. 

John  H.  Roemer,  of  Wisconsin.  W.  G.  Smith,  of  South  Dakota. 

J.  F.  Shaughnessy,  of  Nevada.  Harvey  II.  Hannah,  of  Tennessee. 

Frank  N.  Julian,  of  Alabama.  John  W.  Redmond,  of  Vermont. 
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RAILROAD    TAXES    AND    PLANS    FOR   ASCERTAINING    FAIR    VALUATION    OF    RAILROAD 

PROPEKTV. 

J.  F.  McClure,  of  Indiana,  chairman. 

Allison  Mayfield,  of  Texas.  G.  McDuffie  Hampton,  of  South  Caro- 

J.  E.  Love,  of  Oklahoma.  linn. 

Clyde  B.  Aitchison,  of  Oregon.  J.  A.  Willoughby,  of  Illinois. 

John  C.  Lawrence,  of  Washington. 

UNIFORM   CLASSIFICATION  AND  SIMPLIFICATION  OF   TARIFF   SHEETS. 

Edgar  E.  Clark,  of  Interstate  Commerce  Commission,  chairman. 
Martin  S.  Decker,  of  New  York.  William  Kilpatrick,  of  Illinois. 

O.  D.  Hudnall,  of  Texas.  Charles  E.  Elmquist,  of  Minnesota. 

Halford  Erickson,  of  Wisconsin.  Dwight  N.  Lewis,  of  Iowa. 

STATISTICS    AND   ACCOUNTS. 

B.  H.  Meyer,  of  Interstate  Commerce  Commission,  chairman. 
C.  A.  Radcliffe,  of  Ohio.  Clinton  White,  of  Massachusetts. 

Milo  R.  Maltbie,  of  New  York.  C.  I.  Sturgis,  Association  of  American 

Thomas  Yapp,  of  Minnesota.  Railway  Accounting  Officers. 

S.  P.  Kennedy,  of  Alabama. 

LEGISLATION. 

L.  B.  Finn,  of  Kentucky,  chairman. 

Ira  B.  Mills,  of  Minnesota.  H.  Warner  Hill,  of  Georgia. 

C.    C.    McChord,    of    Interstate    Com-     William  J.  Wood,  of  Indiana, 
merce  Commission.  William  F.  Rhea,  of  Virginia. 

Edward  M.  Bassett,  of  New  York. 

SAFETY  APPLIANCES. 

C.  C.  McChord,  of  Interstate  Commerce  Commission,  chairman. 
J.  C.  Sullivan,  of  Ohio.  Nathaniel  Ewing,  of  Pennsylvania. 

W.  G.  Smith,  of  South  Dakota.  William  McCarroll,  of  New  York. 

William  Kilpatrick,  of  Illinois.  E.  A.  Morley,  of  Montana. 

DELAYS   ATTENDANT   UPON    ENFORCING   ORDERS   OF   RAILWAY   COMMISSIONS. 

Robert  R.  Prentis,  of  Virginia,  chairman. 

Ira  B.  Mills,  of  Minnesota.  Franklin  McNeill,  of  North  Carolina. 

WTilliam  R.  Warner,  of  Vermont.  H.  F.  Bartine,  of  Nevada. 

Clyde  B.  Aitchison,  of  Oregon.  Frank  A.  Wightman,  of  Missouri. 

KATES   AND   RATE   MAKING. 

E.  S.  De  Pass,  of  Arizona,  chairman. 

F.  C.  Robinson,  of  South  Dakota.  A.  P.  Watson,  of  Oklahoma. 

Charles  F.  Staples,  of  Minnesota.  Clifford  Thorne,  of  Iowa. 

J.  Richard  Wingfield,  of  Virginia.  Allison  Mayfield,  of  Texas. 

RAILWAY   CAPITALIZATION. 

Martin  S.  Decker,  of  New  York,  chairman. 

O.  H.  Hughes,  of  Ohio.  Charles  A.  Prouty,  of  Interstate  Com- 

Frankliu  McNeill,  of  North  Carolina.  merce  Commission. 

H.  T.  Clarke,  jr.,  of  Nebraska.  Walter  Perley  Hall,  of  Massachusetta 

John  L.  Wortham,  of  Texas. 
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CAR   SERVICE,   DEMURBAQE,  AND  RECIPROCAL  DEMURRAGE. 

J.  R.  Wingfield,  of  Virginia,  chairman. 


O.  P.  Gothlin,  of  Ohio. 
John  A.  Webb,  of  Mississippi. 
F.  C.  Robinson,  of  South  Dakota. 
William  T.  Lee,  of  North  Carolina. 
Franklin  K.  Lane,  of  Interstate  Com- 
merce Commission. 
J.  J.  Meredith,  of  Louisiana. 
George  Hillyer,  of  Georgia. 
B.  L.  Caughman,  of  South  Carolina. 
Thomas  K.  Campbell,  of  Oregon. 
Ira  B.  Mills,  of  Minnesota. 
John  A.  Knott,  of  Missouri. 
James  Scully,  of  Michigan. 
Clinton  White,  of  Massachusetts. 
Joshua  W.  Herring,  of  Maryland. 
A.  T.  Siler,  of  Kentucky. 
Leon  McCord,  of  Alabama. 
E.  S.  De  Pass,  of  Arizona. 
George  W.  Bellamy,  of  Arkansas. 
H.  D.  Loveland,  of  California. 
W.  H.  Mann,  of  North  Dakota. 
J.  E.  Love,  of  Oklahoma. 


John  Y.  Boyd,  of  Pennsylvania. 
B.  A.  Enloe,  of  Tennessee. 
William  D.  Williams  of  Texas. 
John  W.  Redmond,  of  Vermont. 
H.  A.  Fairchild,  of  Washington. 
Halford  Erickson,  of  Wisconsin. 
James  E.  Sague,  of  New  York. 
William  McCarroll,  of  New  York. 
Robert  Williams,  of  New  Jersey. 
Elmer  P.  Spofford,  of  Maine. 
Aaron  P.  Anderson,  of  Colorado. 
E.  J.  Doolittle,  of  Connecticut. 
Newton  A.  Blitch,  of  Florida. 
B.  A.  Eckhart,  of  Illinois. 
Frank  E.  Payne,  of  Indiana. 
Clifford  Thome,  of  Iowa. 
J.  T.  White,  of  Kansas. 
E.  A.  Morley,  of  Montana. 
W.  J.  Furse,  of  Nebraska. 
H.  F.  Bartine,  of  Nevada. 
Arthur  G.  Whittemore,  of  New  Hamp- 
shire. 


TELEPHONE  AND   TELEGRAPH   BATES   AND   SERVICE. 

H.  Warner  Hill,  of  Georgia,  chairman. 

Henry  B.  Schreiber,  of  Louisiana. 
Halford  Erickson,  of  Wisconsin. 
C.  A.  Radcliffe,  of  Ohio. 

EXPRESS   SERVICE  AND  EXPRESS  RATES. 

Charles  F.  Staples,  of  Minnesota,  chairman. 


H.  A.  Fairchild,  of  Washington. 
William  R.  Willcox,  of  New  York. 
John  B.  Olmsted,  of  New  York. 


Orville  F.  Berry,  of  Illinois. 
Judson  C.  Clements,  of  Interstate  Com- 
merce Commission. 
J.  R.  Wingfield,  of  Virginia. 
Martin  S.  Decker,  of  New  York. 

A.  P.  Watson,  of  Oklahoma. 
Halford  Erickson,  of  Wisconsin. 
E.  S.  De  Pass,  of  Arizona. 
John  A.  Webb,  of  Mississippi. 
John  E.  Eustis,  of  New  York. 
Frank  J.  Miller,  of  Oregon. 

B.  L.  Caughman,  of  South  Carolina. 
H.  A.  Fairchild,  of  Washington. 

D.  J.  Palmer,  of  Iowa. 
O.  P.  Gothlin,  of  Ohio. 
Charles  Henderson,  of  Alabama. 
R.  P.  Allen,  of  Arkansas. 
Alex.  Gordon,  of  California. 
Daniel  H.  Staley,  of  Colorado. 
William  O.  Seymour,  of  Connecticut. 
Royal  C.  Dunn,  of  Florida. 
George  Hillyer,  of  Georgia. 


John  F.  McClure,  of  Indiana. 

George  Plumb,  of  Kansas. 

J.  J.  Meredith,  of  Louisiana. 

Frank  Keizer,  of  Maine. 

L.  B.  Finn,  of  Kentucky. 

James  M.  Ambler,  of  Maryland. 

Walter  Perley  Hall,  of  Massachusetts. 

H.  R.  Oglesby,  of  Missouri. 

B.  T.  Stanton,  of  Montana. 

H.  J.  Winnett,  of  Nebraska. 

George  E.  Bales,  of  New  Hampshire. 

Frank  H.  Sommer,  of  New  Jersey. 

Henry  C.  Brown,  of  North  Carolina. 

O.  P.  N.  Anderson,  of  North  Dakota. 

John  Y.  Boyd,  of  Pennsylvania. 

J.  P.  Burlingame,  of  Rhode  Island. 

F.  C.  Robinson,  of  South  Dakota. 

Frank  Avent,  of  Tennessee. 

Allison  Mayfield,  of  Texas. 

S.  Hollister  Jackson,  of  Vermont 

Cassius  L.  Glasgow,  of  Michigan. 
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POWERS,   DUTIES,   AND   WOEK   OF   STATE   RAILWAY   COMMISSIONS. 

Charles  Henderson,  of  Alabama,  chairman. 

A.  T.  Siler,  of  Kentucky.  j.  E.  Love,  of  Oklahoma. 

Ira  B.  Mills,  of  Minnesota.  Frank  W.  Stevens,  of  New  York. 

John  C.  Lawrence,  of  Washington.  Frank  E.  Payne,  of  Indiana. 

SHIPPERS'  CLAIMS  ON  COMMON  CARRIERS. 

James  S.  Harlan,  of  Interstate  Commerce  Commission,  chairman. 

A.  C.  Clausen,  of  Minnesota.  Charles  Murphy  Chandler,  of  Georgia. 

B.  A.  Eckhart,  of  Illinois.  Cassius  L.  Glasgow,  of  Michigan. 
Martin  S.  Decker,  of  New  York.                 H.  J.  Winnett,  of  Nebraska. 

RAILWAY    SERVICE    AND    RAILWAY    ACCOMMODATIONS. 

O.  H.  Hughes,  of  Ohio,  chr.irman. 

A.  P.  Watson,  of  Oklahoma.  A.  T.  Siler,  of  Kentucky. 

F.  C.  Robinson,  of  South  Dakota.  Allison  Mayfield,  of  Texas. 

W.  L.  Eaton,  of  Iowa.  Charles  Murphy  Chandler,  of  Georgia. 

ACCOUNTS  AND   STATISTICS  OF  ELECTRIC  RAILWAYS. 

Frank  H.  Sommer,  of  New  Jersey,  chairman. 

W.  R.  Willcox,  of  New  York.  George  W.  Bishop,  of  Massachusetts. 

James  E.  Sague,  of  New  York.  Joshua  W.  Bering,  of  Maryland. 

H.  C.  Adams,  of  Interstate  Commerce     W.  F.  Ham,  of  American  Electric  Rail- 
Commission,  way  Accountants'  Association. 

AMENDMENT  OF  ACT  TO  REGULATE  COMMERCE. 

Clyde  B.  Aitchison,  of  Oregon,  chairman. 

C.  C.  McChord,  of  Interstate  Commerce     Franklin  McNeill,  of  North  Carolina. 
Commission.  O.  H.  Hughes,  of  Ohio. 

Robert  R.  Prentis,  of  Virginia.  George  Rice,  of  South  Dakota. 

Charles  F.  Staples,  of  Minnesota. 

Committee  chairmen  should  see  that  their  reports  are  sent  to  the  secretary 
as  early  as  practicable  in  order  to  insure  their  publication  for  use  at  the  con- 
vention. Our  experience  in  the  past  has  forcibly  demonstrated  the  greater 
efficiency  accomplished  by  circulating  committee  reports  before  they  are  sub- 
mitted to  the  convention,  and  it  is  hoped,  in  view  of  the  difficulties  in  securing 
concerted  acton  by  committees  whose  members  are  widely  scattered  throughout 
the  country,  that  there  will  be  no  greater  delay  in  this  matter  than  is  impera- 
tively necessary. 

WM.  H.  CONNOLLY,  Secretary. 

R.  HUDSON  BURR,  President. 

O.  P.  GOTHLIN,  Chairman  Executive  Committee. 

WASHINGTON,  D.  C.,  September  8,  1911. 

MEMBERS   IN  ATTENDANCE. 

The  secretary  called  the  roll,  and  the  following  were  found  to  be 
present : 

Interstate  Commerce  Commission:  Judson  C.  Clements  (chair- 
man), Charles  A.  Prouty,  Franklin  K.  Lane,  Edgar  E.  Clark,  James 
S.  Harlan,  Charles  C.  McChord,  Balthasar  H.  Meyer,  William  H. 
Connolly  (chief  clerk),  J.  M.  Jones  (chief  of  bureau  of  tariffs),  W.  J. 
Meyers  (statistician),  Chas.  A.  Lutz,  examiner  of  accounts. 
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Arizona:  W.  P.  McN'air  (chairman). 

Arkansas:  R.  P.  Allen   (chairman),  George  W.  Bellamy.  W.  F. 
McKnight. 

Florida:    K.  Hudson  Ilurr  (ohainnan).  Newton  A.  Blitch:    F.  M. 
Hudson  (counsel). 

Georgia:  H.  Warner  Hill  (chairman),  J.  P.  Webster  (rate  expert). 

Illinois:  Orville  F.  Berry  (chairman),  J.  A.  Willoughby.  William 
Kilpatrick  (secretary).  Thomas  L.  AYolf  (rate  clerk). 

Iowa:   Clifford   Thome.  ,1.    II.    Henderson    (conn-el).    Ihvight   N. 
Lewis  (assistant  counsel). 

Kansas:  J.  T.  White.  George  Plumb.  E.  II.  Ilogueland  (secretary). 

Kentucky :  L.  B.  Finn. 

Maryland:    James    M.    Ambler    (chairman).   Joshua    W.    llering. 
Louis  M.  Duvall  (secretary). 

Mas-aelnisetts:  Frederick  J.  Marleod  (chairman). 

Michigan":  Cassius  I..  (Glasgow  (chairman).  George  W.  Dick  in -on. 

Minnesota:  IrA  B.  Mills   (chairman).  Charles  F.  Staple-.  Charles 
E.  Elmqnist.  Thomas  Yapp  <as<i-tant  .-ecretary). 

Missouri:  Frank  A.  Wightman  (chairman),  H.  R.  Ogle-by. 

Montana:  E.  A.  Morley   i  chairman). 

Nebraska  :  11.  T.  (Mark.  jr.  (chairman),  H.  J.  Winnett.  W.  J.  Fur-e. 
U.  G.  Powell  (rate  clerk). 

New  Hampshire:  Edward  C.  Niles  (chairman).  John  E.   Benton 
(clerk). 

New  Jersey:  W.  M.  Daniels  (counsel). 

New    York    (first    district)  :   Milo   R.    Malthie.   John    E.    Ensti-. 
Travis  H.  Whitney  (secretary). 

New  York  (second  district)  :  Martin  S.  Decker,  James  E.  Sague, 
J.  S.  Kennedy  (secretary). 

North  Dakota:  W.  H.  Stntsman  (chairman).  W.  11.  Mann. 

Ohio:  O.  P.  Gothlin,  J.  C.  Sullivan,  C.  A.  Radcliffe  (secretary). 

Oklahoma:  A.  P.  Watson,  E.  C.  Patton  (secretary). 

Oregon:  Thos.  K.  Campbell. 

Pennsylvania:  Nathaniel   Ewing    (chairman).   Charles   N.    Mann, 
Milton  G.  Bredit.  William  H.  Allen  (attorney).  A.  P>.  Millard  (i 
retary).    Henry  Honck  and  F.  C.  (lerberich.  Department  of  Internal 
Affairs.  Bureau  of  Railways. 

South  Carolina:  John  G.  Richards,  jr.,  B.  L.  Caughman. 

South  Dakota:  W.  G.  Smith  (chairman).  Goo.  Rice.  E.  C.  Robin- 
son. T.  E.  Cnssill  (secretary),  P.  W.  Dangherty  (counsel). 

Virginia:  Robert  R.  Prentis  (chairman).  J.  Richard  Wingfield. 

Wisconsin:  Halford  Erickson. 

A--ociation  of  American  Hallway  Accounting  Officers:  C.  I.  Stur- 
gis.  J.  A.  Taylor. 

Board  of   Railway  Commissioners  of  Canada:  A.   D.   Cartwright 
(secretary).  Ottawa.  Canada. 
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ANNOUNCEMENT    OF    DEATH    OF    COMMISSIONER    FAIRCHILD,    OF 

WASHINGTON. 

The  PRESIDENT.  I  have  to  announce  a  very  sad  occurrence,  the 
death  of  a  fellow  member  of  this  association  who  had  intended  to  be 
with  us.  I  have  been  handed  two  telegrams  addressed  to  Hon.  C.  B. 
Aitchison,  of  the  Oregon  State  Commission,  one  saying  that  Com- 
missioner Fairchild,  of  the  Washington  Commission,  had  to  turn 
back  from  the  trip  on  account  of  sickness  after  he  had  started  to  this 
convention.  The  next  telegram,  dated  October  8,  reads  as  follows : 

Mr.  Fail-child  was  taken  suddenly  worse  this  morning  and  died  at  9.40  from 
a  stroke  of  apoplexy.  It  had  seemed  a  slight  illness  until  then,  as  he  was  out 
walking  yesterday.  Our  commission  has  suffered  an  irreparable  loss. 

J.  C.  LAWKENCE,  Commissioner. 

Mr.  GOTHLIX.  of  Ohio.  I  move  that  the  telegrams  announcing  the 
death  of  Mr.  Fairchild  be  referred  to  a  special  committee. 

The  motion  was  carried. 

The  PRESIDENT.  I  appoint  on  that  committee  Mr.  Decker,  of  the 
second  district  of  New  York;  Mr.  Campbell,  of  Oregon;  and  Com- 
missioner Meyer,  of  the  Interstate  Commerce  Commission. 

REPORT  OF  EXECUTIVE  COMMITTEE. 

Mr.  GOTHLIX.  of  Ohio.  I  present  the  following  report  of  the  execu- 
tive committee: 

The  executive  committee  recommends  the  following  rules  for  the 
convention : 

Unless  otherwise  specially  determined,  the  convention  shall  meet 
each  day  at  10  o'clock  a.  m.  and  continue  in  session,  subject  to 
motion  for  recess  or  adjournment. 

Report  of  the  executive  committee. 

Address  of  the  president. 

The  committee  reports  in  the  following  order : 

Grade  crossings  and  trespassing  on  railroads. 

Railroad  taxes  and  plans  for  ascertaining  fair  valuation  of  rail- 
road property. 

Uniform  classification  and  simplification  of  tariff  sheets. 

Statistics  and  accounts. 

Legislation. 

Safety  appliances. 

Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

Rates  and  rate  making. 

Railway  capitalization. 

Car  service,  demurrage,  and  reciprocal  demurrage. 

Telephone  and  telegraph  rates  and  service. 

Express  service  and  express  rates. 

Powers,  duties,  and  work  of  State  railway  commissions. 
17260—11 2 
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Shippers'  claims  on  conimon  carrier-. 

Railway  service-  and  railway  accommodations. 

Accounts  and  statistics  of  electric  railways. 

Amendment  of  act  to  regulate  commerce. 

Vacancies  on  committees  shall  be  filled  through  appointment  by  the 
president  from  members  present  if  it  appears  that  the  filling  of  such 
vacancies  is  necessary  to  the  proper  construction  of  committee  reports 
to  be  presented  to  the  convention.  The  chairman  of  each  committee 
or,  in  case  of  his  absence,  the  next  ranking  member  of  the  committee 
present  shall  make  the  preliminary  statement  for  the  committee  as 
to  the  report  and  time  during  the  session  when  tjie  report  will  be 
ready  for  presentation. 

Members  should  present  to  the  convention  any  special  topics  not 
covered  by  the  committee  reports  which  they  desire  to  bring  before 
the  convention  for  discussion  and  consideration  or  action. 

The  president  of  the  convention  will,  during  the  first  day's  session, 
appoint  the  following  session  committees: 

A  committee  on  time  and  place  of  holding  next  convention,  con- 
sisting of  five  members. 

A  committee  on  complimentary  resolutions,  consisting  of  three 
members. 

A  committee  on  memorials. 

It  is  recommended  that  the  committee  on  time  and  place  announce 
early  in  the  session  a  meeting,  at  which  an  opportunity  will  be  given 
to  all  who  may  desire  to  be  heard. 

Resolutions  not  relating  to  the  work  of  other  provided  committees 
will  be  referred  to  the  executive  committee. 

It  is  recommended  that  the  election  of  officers  be  held  at  3  o'clock 
Wednesday,  October  11. 

Ayes  and  noes  shall  be  taken  upon  any  question  on  the  demand  of 
five  members,  and  a  division  shall  be  taken  upon  any  question  on  the 
demand  of  three  members,  and  upon  a  division  the  record  shall  show 
the  number  voting  in  the  affirmative  and  the  number  voting  in  the 
negative. 

All  of  which  is  respectfully  submitted. 

O.    P.    GoTHUN,    Clxiirmillt. 

MARTIN  S.  PECKEK. 
L.  15.   FINN. 
ROBERT  H.   I'KKNTISS. 
CifARi.F.s  Y.  STAIM.F.S. 
R.  Hi  n^'N   Hrnu. 
W>r.  11.  CONNOLLY. 

Comrnilt<  v. 
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Mr.  (TOTHUN,  of  Ohio.  I  move  the  adoption  of  the  report. 

The  motion  was  carried. 

President  Hurr  thereupon  piv-oiited  the  annual  address,  as  follows: 

ADDRESS   OF   THE   PRESIDENT. 

If  Judge  Thomas  M.  Cooley,  the  first  chairman  of  the  Interstate 
Commerce  Commission,  and  who,  23  years  ago,  conceived  the  idea 
and  succeeded  in  bringing  about  the  organization  of  this  association 
and  was  its  first  president,  remaining  at  its  head  for  three  years, 
could  look  in  upon  us  to-day  in  the  twenty-third  annual  convention 
of  the  National  Association  of  Railway  Commissioners,  he  would  no 
doubt  be  astounded  at  the  great  progress  which  has  been  made. 

This  great  jurist  and  student  of  railway  regulation  realized  the 
necessity  and  the  importance  for  such  an  organization,  for  a  closer 
cooperation  not  only  between  the  State  commissions,  but  between  the 
State  commissions  and  the  Interstate  Commerce  Commission.  He 
would  no  doubt  feel  considerable  pride  in  noting  the  increase  in 
membership,  compared  with  the  first  meeting  over  which  he  presided. 
The  total  railroad  mileage  was  then  157.000  miles,  and  for  June  30, 
1910,  it  was  240,000  miles.  The  gross  earnings  then  were  $964,- 
800,000,  and  for  1910  were  $2,750.600,000.  . 

This  organization  has  been  a  great  influence  and  power  in  bringing 
about  remedial  legislation,  both  State  and  interstate,  besides  bring- 
ing together  in  conference  at  least  once  a  year  all  of  those  charged 
with  the  regulation  of  common  carriers  and  public-service  corporations. 

We  are  benefited  and  better  equipped  for  the  discharge  of  the  im- 
portant duties  devolving  upon  us,  by  reason  of  this  contact  with  one 
another,  which  results  in  the  exchange  of  ideas  and  in  formulating 
plans  intended  to  bring  about  a  more  comprehensive  regulation  and 
a  better  feeling  between  shipper  and  carrier. 

We  have  a  large  program  to  be  considered  at  this  meeting,  and 
I  believe  we  will  be  benefited  bj  taking  one  or  two  days  more  than 
we  usually  do  for  the  consideration  of  the  great  number  of  subjects 
to  be  presented,  as  I  feel  that  sometimes  a  subject  is  presented, 
and  for  the  lack  of  time  we  neither  do  justice  to  the  subject  nor  to 
ourselves. 

AMENDMENT  OF  SECTION    720,  REVISED  STATUTES  OF   THE  UNITED   STATES. 

Among  the  occurrences  of  the  past  year  there  is  one  event  which 
involves  the  very  life  of  the  State  railroad  commission. 

There  was  a  time  when  the  utility,  the  efficiency,  the  necessity  of 
a  railroad  commission  was  an  open  question  in  every  State,  but  of 
late  years  AVC  have  fondly  assumed  that  the  question  was  settled.  In 
many  States  of  the  Union  it  was  settled  after  hard-fought  political 
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battles,  in  many  cases  long  drawn  out,  but  the  conclusion  has  been 
almost  universal  that  the  State  railroad  commission  has  become  a 
permanent  institution  of  government;  that  the  modern  development 
of  commerce  and  transportation  has  rendered  this  body  essential  to 
the  solution  of  the  great  problems  and  the  unavoidable  controver 
arising  between  carrier  and  shipper. 

It  has  been  long  recognized  that  among  the  chief  beneficiaries  of 
the  legislation  establishing  these  bodies  have  been  the  carriers  them- 
selves, and  it  has  at  last  come  to  pass  that  the  great  transportation 
companies  are  recognizing  and  acknowledging  the  good  that  has  re- 
sulted to  all  parties  in  interest.  After  so  long  battling  against  the 
establishment  of  the  commission,  the  abandonment  of  the  fight  by  the 
transportation  corporations  might  well  be  supposed  to  mark  the  end 
of  the  contest  and  to  finally  establish  the  correctness  of  the  policy. 

However,  we  find  ourselves  to-day  face  to  face  with  the  old  ques- 
tion, Is  the  State  railroad  commission  worth  while?  Some  of  us 
have  almost  forgotten  how  to  answer  it.  The  answer  has  been  so 
generally  assumed  in  very  recent  years  that  we  have  had  no  occasion 
to  give  a  reason  for  the  faith  that  is  in  us.  While  the  old-time 
opponents  of  the  railroad  commission  have  ceased  to  propound  the 
question  and  have  accepted  the  true  answer,  we  are  now  confronted 
by  the  same  old  question  from  a  different  source — an  ominous  source. 
The  question  is  raised,  not  in  terms,  but  in  effect,  in  the  case  of 
Sheppard  v.  Northern  Pacific  Railroad  Co.,  decided  by  an  eminent 
Federal  judge.  If  his  ruling  is  correct,  it  is  no  great  exaggeration  to 
say  that  the  State  railroad  commission,  notwithstanding  all  it  has 
accomplished,  has  no  longer  a  field  for  operation,  and  if  I  were 
a  prophet  I  might  readily  paint  the  picture  of  this  agency  of  gov- 
ernment retiring,  like  the  worn-out  employee,  from  the  scene  of  his 
labors. 

But  it  is  not  to  be  believed  that  the  citizenship  of  our  States  and 
our  country  will  stand  idle  and  see  the  accomplishment  of  this 
result  if  a  remedy  can  be  found. 

The  fundamental  idea  underlying  the  railroad-commission  policy 
is  found  in  the  obvious  fact  that  the  ordinary  courts  of  the  land 
can  not  perform  such  administrative  duties  as  are  necessary  for  the 
proper  regulation  of  transportation  companies  and  a  thorough  solu- 
tion of  transportation  problems. 

It  is  the  duty  of  the  legislature  to  make  the  laws  and  of  the  courts 
to  administer  the  laws  as  they  find  them.  It  is  an  essential  principle 
of  our  Government  that  legislative  and  judicial  bodies  should  be 
preserved  without  any  confusion  of  their  functions;  and  yet  it  is 
a  patent  fact  that  the  settlement  of  transportation  problems  can  not 
be  arrived  at  through  a  legislative  act  or  a  judicial  decree.  These 
problems  arise  from  day  to  day  and  must  be  settled  from  day  to  day. 
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No  legislature  can  sit  and  devote  its  entire  time  to  these  problems; 
hence  it  has  been  found  that  the  only  practical  solution  lies  in  the 
creation  of  a  body  with  administrative,  legislative,  and  judicial 
powers.  These  powers  may  be  safely  granted,  because  the  body  is 
subject  to  legislative  and  judicial  control  if  it  exceeds  the  proper 
limits  of  its  activity. 

Now.  what  is  the  explanation  of  the  superior  effectiveness  of  such 
bodies?  The  manifest  explanation  is  to  be  found  in  the  fact  that 
a  railroad  commission  maintains  a  closer  intimacy  with  the  questions 
it  is  called  upon  to  decide,  a  more  minute  knowledge  of  the  problems 
involved,  a  more  thorough  comprehension  of  the  questions  confront- 
ing the  parties  in  interest,  a  fuller  appreciation  of  the  conditions, 
and  a  closer  contact  with  the  parties.  This  is  true  because  of  the 
proximity  of  location  and  the  oneness  of  interest. 

A  citizen  of  Oregon  or  Washington,  who  might  be  called  upon 
to  solve  transportation  problems  of  Florida,  would  at  best  be  poorly 
equipped  for  the  performance  of  his  task,  while  a  member  of  the 
commission  of  Texas,  if  called  upon  to  perform  duties  in  Maine, 
would  find  himself  a  tyro. 

A  judge  from  one  State  is  perhaps  as  well  qualified  to  pass  on  a 
question  of  substantive  law  as  a  judge  from  any  other  State.  But 
whether  he  be  judge,  juror,  or  commissioner,  a  man  who  is  called 
upon  to  solve  local  transportation  problems  must  have  a  local 
knowledge. 

It  is  safe  to  assert  that  no  court  is  so  well  qualified  to  pass  upon  a 
question  of  fact  as  are  the  railroad  commissioners,  and  that  the 
court  which  is  most  nearly  qualified  to  pass  upon  these  questions  is 
the  court  which  is  best  versed  in  the  current  history  of  the  locality. 

It  follows  that  when  the  findings  of  a  railroad  commission  are  to 
pass  under  judicial  review  a  local  or  State  judge  should  first  be 
called  to  the  task,  and  not  until  the  judicial  machinery  of  the  State 
has  been  exhausted  should  there  be  an  appeal  to  the  Federal  courts. 

This  is  a  practical  question.  Whatever  may  be  the  decision  of  the 
Supreme  Court  upon  the  review  of  Sheppard  v.  The  Northern  Pacific 
Railway  Co.,  there  should  be  congressional  action  upon  this  question, 
and  the  adequate  remedy  seems  to  be  not  far  to  seek. 

We  have  now  in  force  a  Federal  statute,  section  720  of  the  Revised 
Statutes,  which  provides  that — 

The  writ  of  injunction  shall  not  be  granted  by  any  court  of  the  United 
States  to  stay  proceedings  in  any  court  of  the  State,  except  in  cases  where  such 
injunction  may  be  authorized  by  any  law  relating  to  proceedings  in  bankruptcy. 

The  remedy  which  we  are  seeking  would  seem  to  be  found  in  the 
extension  of  this  statute  so  as  to  embrace  State  railroad  commissions 
along  with  the  State  courts. 
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It  is  to  be  noted  at  this  point  that  the  new  judicial  code  expressly 
repeals  this  section  of  the  Revised  Statutes,  to  take  effect  January  1, 
1912.  Section  720  is  reenacted  in  the  new  code  as  section  265. 

There  should  be  an  act  of  Congress  to  limit  the  powers  of  Federal 
courts  to  enjoin  proceedings  of  State  railroad  commit  ion-  :ind  pro- 
viding that  the  Federal  courts  should  acquire  jurisdiction  only  by 
appeal  from  the  highest  State  court  to  the  United  States  Supreme 
Court.  I  think  this  association  should  indorse  a  bill  to  this  effect 
and  see  that  it  is  made  an  issue  in  the  next  congressional  elections 
and  keep  it  up  until  we  succeed. 

HOUSEHOLD  GOODS. 

Household  goods  seem  to  be  one  class  of  freight  in  the  handling 
of  which  carriers  invariably  make  errors.  These  errors  are  a  source 
of  great  annoyance  and  inconvenience,  as  well  as  causing  unneces- 
sary expense  to  the  owners  of  the  goods. 

There  has  been  for  the  past  few  years,  and  is  still,  a  great  migra- 
tion of  homeseekers  from  one  section  of  the  United  States  to  other 
sections.  This  is  true  as  to  nearly  all  of  the  South  and  particularly 
the  State  of  Florida.  They  will  start,  for  instance,  from  a  point  in 
Nebraska  destined  to  a  point  in  Florida.  First,  they  go  to  the  initial 
railroad  company  to  ascertain  what  it  will  cost  them  to  ship  their 
household  goods,  which  ofttimes  includes  a  few  head  of  live  stock, 
and  after  receiving  quotation  of  the  rates  determine  whether  they 
shall  ship  their  goods  or  dispose  of  them.  After  concluding  that 
they  will  ship,  the  goods  are  tendered,  a  bill  of  lading  is  issued,  with 
the  rate  inserted,  and  is  prepaid  as  required.  The  car  is  started,  and 
after  reaching  some  junctional  point  with  a  connecting  railroad 
somewhere  on  its  route  to  destination  is  held  up  for  insufficient 
prepay,  or  else  prepay  will  have  been  dropped  from  the  billing. 

This  the  owner  has  no  knowledge  of,  having  started  to  his  new 
home  or  already  arrived  there  and  waiting  for  the  goods.  He  then 
experiences  great  difficulty  in  locating  his  car  and  in  getting  instruc- 
tions for  the  further  movement  of  the  shipment,  or  else  is  compelled 
to  put  up  the  money  again  to  guarantee  the  charges,  or.  when  this 
does  not  occur,  it  arrives  at  final  destination,  and  when  he  goes  to 
receive  it  a  further  payment  of  freight  is  demanded  of  him  ranging 
from  a  few  dollars  to,  in  many  instances,  as  much  as  $200.  Whether 
this  is  right  or  wrong,  he  must  pay  it  in  order  to  get  possession  of 
his  goods. 

Tln>  delays  which  are  brought  about  from  the  causes  mentioned 
usually  range  from  a  week  to  a  month  beyond  the  time  they  should 
arrive  in  the  ordinary  course  of  transportation,  and  during  which 
time  the  owner  is  put  to  the  expense  of  boarding  his  family. 
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Of  course  we  know  the  only  rate  which  should  be  assessed  is  the 
legal  rate  on  file  with  the  Interstate  Commerce  Commission,  but  even 
when  this  rate  is  inserted  in  the  bill  of  lading  and  prepaid  by  the 
consignor  the  trouble  is  not  avoided  if  prepay  is  dropped  from  bill- 
ing in  transit. 

Shippers  who  have  this  experience  feel  that  they  have  been  out- 
rageously treated,  and  I  think  they  have  just  cause  to  feel  so. 

If  the  shipper  in  the  first  instance  was  quoted  and  assessed  the 
correct  and  proper  rate  to  destination,  and  he  elected  to  ship  under 
that  rate,  he  would  have  no  cause  for  complaint  thereafter  and  would 
feel  satisfied.  If,  on  the  other  hand,  he  knew  that  he  was  going  to 
have  to  pay  an  extra  amount,  he  would  in  some  instances  not  make 
the  shipment,  but  would  likely  dispose  of  his  goods  and  buy  others  in 
his  new  home. 

I  am  not  basing  my  remarks  on  a  few  isolated  shipments,  as  the 
trouble  is  quite  prevalent.  Of  such  shipments  coming  into  my  State 
from  distant  States  I  have  yet  to  hear  of  a  single  shipment  reaching 
its  destination  without  error. 

Each  one  of  you  knows  that  it  is  impracticable  and  impossible  for 
these  shippers  to  know  the  rates.  They  are  entirely  dependent  upon 
the  carriers  who  quote  them. 

Section  6  of  the  act  to  regulate  commerce,  as  amended  by  Congress 
June  18,  1910,  provides  a  penalty  of  $250  for  the  misquotation  of  a 
rate,  which  shall  accrue  to  the  United  States  in  a  civil  action  brought 
by  the  United  States.  This  was  intended  to  influence  carriers  to  be 
more  careful,  but  it  does  not  make  good  the  losses  of  the  shippers. 

I  think  there  should  be  a  provision  by  appropriate  legislation  for 
the  recovery  by  the  party  aggrieved  of  a  penalty  of  $250  and  attor- 
neys' fees  for  the  misquotation  of  rate  or  the  dropping  of  prepay 
from  billing,  to  be  collected  in  an  action  against  the  initial  carrier. 

Indeed,  no  good  reason  is  apparent  for  confining  such  legislation 
to  household  goods,  though  shippers  of  this  class  of  freight  are  the 
most  frequent  sufferers. 

EXPRESS.  BUSINESS. 

I  wish  to  say  at  this  point  that  I  believe  the  express  business  of 
the  country  should  be  conducted  as  a  department  of  the  railroad 
business;  that  I  see  no  sound  reason  for  the  existence  of  a  separate 
and  distinct  express  company  as  a  means  of  transportation;  that  it 
is  one  of  the  factors  of  the  transportation  business  which  should 
properly  belong  to  the  railway  companies,  and  for  which  they  should 
receive  extra  compensation  for  the  service  rendered. 

I  have  given  a  great  deal  of  thought  to  this  question,  and  the 
deeper  I  go  into  it  the  more  convinced  I  am  that  this  theory  is  correct. 

': 
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Of  course,  it  will  take  time  to  work  this  out,  but  there  should  be  a 
beginning  —  Congress  should  take  hold  of  the  question  and  the  States 
should  follow. 

KAI'.,S    AN!)    EQUIPMENT. 

The  railroads  of  this  country  carry  millions  of  passengers  in  their 
cars  and  over  their  rails  annually,  and  it  is  appalling  to  note  the 
great  number  of  accidents  which  occur  and  which  are  attributed 
to  defective  equipment  or  defective  rails. 

Investigation  of  the  recent  wreck  on  the  Lehigh  Valley  Railroad  in 
which  there  were  nearly  100  persons  either  killed  or  injured,  de- 
veloped the  deplorable  condition  that  a  rail  had  broken  into  17 
pieces.  A  few  months  before  this  one  of  the  axles  on  the  engine  pull- 
ing a  limited  train  on  the  Atlantic  Coast  Line  Railroad  broke  as  it 
approached  a  bridge,  resulting  in  a  horrible  wreck,  killing  passengers 
as  they  slept  in  their  berths.  I  mention  but  these  two  which  are  of 
recent  occurrence,  but  we  know  that  they  are  frequent;  we  hear  of 
a  broken  rail,  a  broken  axle  or  flange,  or  some  apparent  defect  in  the 
manufacture  of  rails  or  equipment.  Equipment,  too,  which  is  sup- 
plied at  high  prices,  and  for  which  the  public  has  to  pay  in  the  rates 
taxed  against  them  and  in  the  use  of  which  they  risk  their  lives. 

In  this  connection  permit  me  to  say  —  I  think  -the  National  Asso- 
ciation of  Railway  Commissioners  should  urge  upon  the  Congress  of 
the  United  States  to  enlarge  the  powers  of  the  Interstate  Commerce 
Commission  so  as  to  give  to  that  commission  ample  authority  to  re- 
quire the  most  exacting  supervision  over  the  manufacture  of  all  the 
products  entering  into  the  equipment  of  railroads,  to  the  end  that  the 
lives  of  the  public  who  ride  on  the  railroads,  and  the  employees  who 
must  operate  them  may  be  more  nearly  safeguarded. 

COST  ACCOUNTING. 

One  of  the  greatest,  }f  not  the  greatest,  problems  that  confronts 
us  in  the  regulation  of  rates  is  the  proper  determination  of  the  costs 
of  doing  railroad  business.  This  question,  as  yet.  has  been  only  par- 
tially determined.  Originally  the  whole  question  of  railroad  costs 
was  in  doubt  owing  to  the  different  methods  in  vogue  upon  different 
railroads  as'  to  the  proper  amount-  of  their  total  expenditure  which 
should  properly  be  charged  to  operation.  Some  roads  charged  to 
operation  most,  if  not  all.  of  their  improvements  and  betterments, 
some  in  the  seventies  and  eighties,  in  order  to  make  a  showing  upon 
which  money  could  be  raised  on  bonds,  charged  all  of  their  renewals, 
or  a  large  portion  of  their  renewals,  to  the  capital  account,  thus 
increasing  the  cost  of  their  plant  and  at  the  same  time  showing  a 
low  operating  expcn.-c.  \vlii.  i  l:iruv  return-^  upon  ontstand- 


PROCEEDINGS  OF   THE   CONVENTION.  23 

ing  capital  and  on  its  face  rendered  the  issue  of  the  bonds  plausible. 
Many  securities  were  marketed  upon  statements  of  this  character. 
Between  these  two  extremes  somewhere  lay  the  truth.  So  flagrant 
did  these  abuses  become  that  one  of  the  first  steps  of  the  newly 
appointed  Interstate  Commerce  Commission  was  the  classification  of 
operating  expenses  of  the  railroad  companies,  and  the  first  classifica- 
tion of  railroad  accounts  issued  by  the  Interstate  Commerce  Com- 
mission was  promulgated.  Most  of  the  States  having  railroad  com- 
missions adopted  this  classification  of  accounts.  There  was  yet,  how- 
ever, something  wanting.  The  classification  was  not  broad  enough 
to  cover  all  of  the  facts  which  it  was  deemed  advisable  should  be 
shown,  and  also  the  lines  were  not  as  closely  drawn  as  they  should 
have  been  as  to  the  expenses  which  should  be  charged  to  each  ac- 
count, considerable  latitude  being  left  to  the  officials  of  the  companies 
themselves.  Under  the  direction  of  the  Interstate  Commerce  Com- 
mission, and  under  circumstances  with  which  we  are  all  familiar,  a 
new  classification  of  operating  expenses  was  adopted  and  put  into 
effect  on  July  1,  1906,  by  which  classification  the  accounts  were  ex- 
panded to  nearly  double  the  previous  classification.  It  was  made 
imperative  by  law  that  the  carrier  should  adopt  this  classification, 
and  penalties  w^ere  attached  to  the  law  by  which  the  former  latitude 
given  the  officials  was  limited  to  conformity  with  the  classification 
named  in  the  law. 

So  far,  and  only  so  far,  have  the  operating  expenses  of  the  rail- 
road companies  become  fixed  factors ;  there  yet  remains  a  wide  field 
for  the  determination  of  expenses  which  accrue  to  the  different 
classes  of  traffic  handled  over  carriers'  lines.  The  fact  that  the 
carrying  roads  operate  in  different  States  and  cross  State  lines 
gives  rise  to  the  necessity  of  the  determination  of  the  expense  which 
accrues  to  each  State.  In  order  to  determine  this  matter  properly, 
operating  or  accounting  divisions  of  railroad  companies  should  be 
made  practically  coincident  with  State  lines,  and  even  then  there 
are  certain  terminal  expenses  which  must  project  over  the  State  lines 
and  be  common  to  two  or  more  States.  The  proper  division  of  such 
expenses  has  been  delegated  to  a  committee  of  this  association,  and 
its  report  thereon  is  awaited  with  much  interest.  Even  should  the 
operating  division  of  roads  not  be  coincident  with  State  lines,  and 
it  is  a  fact  that  the  economic  operation  of  roads  may  render  it  im- 
possible to  have  the  operating  division  coincident  with  such  State 
lines,  yet  the  accounting  division  can  be  made  upon  the  basis  of 
State  lines.  This  necessitates  but  a  simple  application  of  cost  ac- 
counting to  the  present  railway  methods.  Expenses  can  be  to  a 
large  extent,  almost  entirely,  located,  and  the  location  being  definite, 
the  State  in  which  they  occ*ir  is  self-determined.  We  must  always 
bear  in  mind  the  small  percentage  of  operating  expenses  of  which 
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we  have  spoken,  which  must  of  necessity  be  joint  to  two  or  more 
States;  these  occur  almost  entirely  in  terminal  matters  and  in  the 
maintenance  of  equipment  items.  Each  of  these  expenses,  however. 
can  be  readily,  and  should  be,  divided  between  the  States  upon  the 
factor  of  use  applicable  in  each  case. 

When,  however,  we  have  the  cost  allocated  and  assigned  to  the 
various  States  a  more  intricate  problem  in  cost  accounting  presents 
itself,  which  is  the  division  of  these  expenses  between  the  two  gen- 
eral classes  of  traffic — the  freight  and  passenger.  The  first  block  of 
the  primary  expense  accounts  is  "  Maintenance  of  way  and  structures 
accounts."  Practically  only  the  primary  account.  "  Repairs  and 
renewals  of  buildings."  can  be  kept  separate  by  cost-accounting 
methods.  In  the  next  block  of  expenses,  "  Maintenance  of  equip- 
ment." all  of  these  expenses,  save  those  of  "  Work  equipment,"  can 
be  by  proper  methods  of  cost  accounting,  definitely  located  to  freight 
or  to  passenger.  It  will  be  necessary  for  a  large  number  of  carriers 
to  keep  track  of  engine  repairs  as  between  freight,  passenger,  and 
switch  engines.  This  is  done  by  some  carriers,  but  not  all.  In  the 
next  block  of  expenses,  the  "  Traffic  expenses,"  it  is  necessary  for  the 
carriers  to  apply  the  principles  of  cost  accounting,  and  to  determine 
the  amount  of  energy  expended  in  the  traffic  department  into  freight 
rind  passenger  business,  respectively.  This  can  be  accomplished  by 
railroad  companies  requiring  the  proper  report  as  to  the  time  ex- 
pended by  joint  agents  and  officials  on*  each  class  of  service.  The 
next  block  of  expenses  is  "  Transportation  expenses."  The  bulk  of 
these  expenses  can  be  determined  with  great  accuracy  between  freight 
and  passenger.  Some  few  of  the  expenses,  such  as  dispatching 
trains,  operating  interlocker,  block,  and  other  signals,  and  crossing 
flagmen  and  gatemen  may  have  to  be  divided  upon  a  more  or  less 
arbitrary,  but  perfectly  obvious  basis,  not  arbitrary  in  the  sense  of 
unreasoning  assignment,  but  arbitrary  only  in  so  far  as  to  slight  va- 
riations of  factors  upon  which  they  depend  can  be  considered  an  arbi- 
trary matter.  The  next  block  of  expenses,  "  General  expenses,"  are 
susceptible  of  division  between  freight  and  passenger,  with  a  degree 
of  accuracy  which  is  practical  in  all  its  points.  The  only  block  of 
expenses,  therefore,  which  requires  more  than  common  care  in  the 
division  of  its  primary  accounts  is  the  first  block  of  expenses,  '•Main- 
tenance of  way  and  structures,''  and  even  here  the  operation  which 
causes  the  wear  or  the  destruction  of  the  facilities,  which  destruction 
:t  is  iifcosary  to  renew  or  to  replace,  can  be  determined  and  appli- 
cation of  the  resulting  factors  made. 

The  importance  of  cost  accounting  in  railroad  operation  can  not 
IT  OV&reStimated.  There  is  not  a  case  which  comes  before  any  court 
or  railroad  commission  when-  it  is  claimed  that  a  rah-  should  be 
reduced  or  a  rale  increased  that  the  claim  is  not  set  up  by  the  railway 
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companies  that  a  lesser  rate  or  the  existing  rate  is  confiscatory.  The 
basis  of  the  claims  in  these  different  cases  is  always  a  crude  attempt 
at  arriving  at  the  cost  of  conducting  these  operations,  or,  in  other 
words,  a  crude  system  of  cost  accounting,  and  which  is  too  often 
varied  to  suit  the  circumstances  of  each  particular  case.  Generalities, 
suppositions,  and  opinions,  based  on  years  of  service  but  not  of  ob- 
servation, too  often  take  the  place  of  the  direct  facts  which  could  be 
obtained  by  the  study  of  the  facts  connected  with  each  expenditure. 
Nor  are  the  railways  the  only  offenders  in  this  indiscriminate  and 
unscientific  method  of  handling  expenses.  Frequently  the  claim  of 
shippers  is  based  upon  generalities  deduced  from  the  casual  inspec- 
tion of  railway  accounts,  without  reference  to  the  details  which  bear 
upon  each  class  and  portion  of  the  traffic.  Since,  therefore,  both  the 
attack  and  defense  of  the  rates  are  based  upon  the  fact  as  to  whether 
or  not  they  are  confiscatory  or  excessively  remunerative,  the  neces- 
sity of  the  strict  application  of  cost-accounting  methods  to  railway 
accounts  is  obvious.  That  this  will  entail  more  wor-k  upon  the  car- 
riers is  a  foregone  conclusion ;  that  it  will  add  to  their  expense  is  also 
a  foregone  conclusion,  but  the  fact  must  not  be  lost  sight  of  that  the 
nature  of  the  traffic  and  the  constantly  recurring  question  of  the 
reasonableness  of  rates  make  this  a  necessity.  We  could  just  as  con- 
sistently attack  the  classification  of  the  operating  expense  intro- 
duced by  the  Interstate  Commerce  Commission  on  the  ground  of 
expense  as  to  urge  the  additional  expense  as  an  objection  to  the 
adoption  of  further  cost  of  determination. 

There  is  beyond  this  division  between  freight  and  passenger,  which 
of  itself  would  be  a  long  stride  in  the  right  direction,  other  phases  of 
this  cost  accounting  which  must  inevitably  become  part  and  parcel 
of  the  railway  methods.  In  the  case  of  the  passenger  traffic  the  ex- 
pense of  the  different  classes  of  trains,  through  and  local,  must  be 
determined,  and  the  passenger  making  use  of  these  various  facilities 
must  also  be  kept  track  of  in  order  that  the  proper  differentiation 
may  be  made  between  the  cost  of  the  interstate  passenger  and  intra- 
state  passenger.  The  use  of  the  terminals  must  also  be  taken*  into 
account  in  determining  this  factor,  for  it  is  painfully  evident  that  as 
long  as  these  questions  are  in  doubt,  as  long  as  they  are  left  to  gener- 
alities and  suppositions,  so  long  will  the  question  as  to  whether  or  not 
a  rate  is  remunerative  remain  undetermined. 

In  the  matter  of  freight  it  will  be  necessary,  in  order  to  determine 
the  cost  of  each  class  of  freight,  interstate  and  intrastate,  to  first  find 
out  how  the  less-than-carload  freight,  or  it  might  be  termed  package 
freight,  is  handled,  and  at  what  cost.  It  will  also  be  best  to  deter- 
mine the  amount  of  the  freight  which  the  necessities  of  traffic  compel 
to  take  a  through  or  a  local  freight  train,  since  the  cost  of  local 
freight  trains  is  much  more  per  ton  per  mile  than  is  that  of  through 
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freight,  the  local  train  handling  what  is  known  as  the  peddling  car, 
and  upon  which  the  loading  is  much  lighter  and  therefore  its  relation 
to  the  dead  weight  of  the  car  much  less  than  that  of  the  carload  stuff. 
It  was  with  this  in  view — rather  indefinite,  it  is  true — that  the  dif- 
•  ferences  arose  between  class  rates  and  commodity  rates. 

Should  we  advance  one  step  further  and  desire  to  determine  the 
cost  of  carrying  any  single  commodity,  the  necessity  for  cost  account- 
ing is  still  more  apparent.  The  number  of  terminals,  the  relative 
live  load  to  the  dead,  the  fact  as  to  whether  loaded  or  unloaded  by 
the  consignor  or  consignee,  the  number  of  times  it  is  handled  by 
switch  engines;  these  items  and  a  number  of  others  all  enter  into 
the  problem  of  determining  the  proper  cost  to  be  attached  to  each 
commodity.  The  necessity  for  continuous  cost  accounting  is  still 
more  apparent  when  we  consider  that  in  a  cursory  examination  of 
the  expenses  many  expenses  which  would  naturally  attach  to  the 
traffic  can  readily  be  lost  sight  of,  and.  on  the  other  hand,  an  undue 
proportion  of  these  expenses  can  be  assigned  to  the  commodity  in 
question  unless  this  is  regulated  by  the  application  of  the  principles 
of  cost  accounting  to  each  commodity. 

While  the  matter  of  cost  is  not  the  only  basis  for  the  determination 
of  a  rate,  yet  it  does  enter  into  it,  and  to  this  vital  extent  that  no  rate 
should  be  made  wherein  the  cost  of  doing  the  business  should  exceed 
the  remuneration  which  is  received  for  it;  otherwise  the  remaining 
business  of  the  road  is  taxed  to  accommodate  this  special  movement 
of  freight.  It  can  readily  be  seen,  therefore,  that  no  rate  can  be 
correctly  or  legitimately  determined  unless  the  cost  or  the  approxi- 
mate cost  thereof  is  known. 

The  exception  to  this  rule  would  be  where,  in  order  to  start  or  to 
foster  a  starting  business,  it  might  be  necessary  for  a  time  to  carry 
this  freight  at  nonremunerative  rates,  but  this  only  with  the  view 
that  ultimately  and  in  the  immediate  future  the  business  will  so  in- 
crease in  volume  as  to  render  it  remunerative. 

To  recapitulate:  First,  cost  accounting  is  necessary  to  determine 
the  pToper  expense  to  each  State:  second,  cost  accounting  is  necessary 
to  determine  the  proper  freight  and  proper  passenger  expenses:  third. 
cost  accounting  is  necessary  to  determine  the  proper  amount  charge- 
able to  interstate  and  to  intrasiat,>  passenger;  fourth,  cost  account- 
ing is  necessary  to  determine  the  proper  amount  chargeable  to  inter- 
state and  intrastate  freight:  fifth,  cost  accounting  is  necessary  to 
determine  the  proper  expense  to  any  class  of  traffic  whether  interstate 
or  intrastate.  These  five  questions  are  daily  before  some  court  or 
commission  in  the  United  States,  and  it  seems,  therefore,  absolutely 
essential  that  cost  accounting  should  be  applied  to  all  railway  ac- 
counts, and  that  if  we  are  to  determine  these  matters  justly  and  intel- 
ligently it  must  be  so  applied. 
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There  are  no  insuperable  difficulties  connected  with  application  of 
cost  accounting  to  the  railroad  business  It  is  claimed  by  the  oppo- 
nents of  progress  that  it  is  impossible  to  differentiate  between  classes 
of  traffic  and  classes  of  commodities  carried  over  the  same  tracks  and 
in  the  same  cars.  No  more  difficulty  attaches  to  this  than  does  to  the 
sawing  of  lumber  of  different  sizes  and  of  different  densities  by  the 
same  machine.  The  fact  that  the  volume  of  the  business  is  greater  in 
railroad  companies  than  in  the  common  manufacturing  concern  does 
not  alter  the  case.  There  is  no  mystery  attached  to  railroad  business 
by  which  it  is  removed  from  the  application  of  economic  laws  which 
govern  other  industrial  operations.  To  state  that  there  is  an  insuper- 
able difficulty  in  determining  these  matters  is  an  insult  to  our  intelli- 
gence, as  well  as  to  that  of  our  railroad  friends.  The  virility,  re- 
sourcefulness, and  brains  of  the  present  generation  have  not  fallen 
into  decadence. 

CHANGE  IN  COMMITTEES. 

I  recommend  that  the  committee  known  as  "  Classification  of  oper- 
ating and  construction  expenses  of  steam  railways  "  be  abolished  and 
the  duties  of  that  committee  be  combined  with  and  performed  by  the 
committee  on  "  Statistics  and  accounts." 

Also,  that  the  committee  on  "  Classification  of  operating  and  con- 
struction expenses  of  electric  railways"  be  abolished  and  the  duties 
of  this  committee  be  combined  with  and  performed  by  the  committee 
on  "Accounts  and  statistics  of  electric  railways." 

I  trust  that  this  the  Twenty-third  Annual  Convention  of  the  Na- 
tional Association  of  Railway  Commissioners  will  prove  to  be  a 
harmonious  and  profitable  gathering. 

Mr.  GOTHLIN,  of  Ohio.  I  move  that  the  recommendations  in  the 
president's  address  be  referred  to  the  executive  committee,  with 
instructions  to  report  appropriate  resolutions  for  the  consideration 
of  the  association. 

The  motion  was  carried. 

The  President.  There  are  some  vacancies  in  committees,  and  if  the 
chairman  of  each  committee  will  notify  the  chair  of  the  vacancies 
existing  on  his  committee,  the  chair  will  endeavor  to  fill  them  during 
the  day. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  Would  it 
not  be  well  enough  to  proceed  sufficiently  far  to  know  what  reports 
will  be  called  up  this  afternoon  and  what  are  ready  now  to  present, 
so  members  of  the  association  may  be  advised  what  is  likely  to  come 
up  ?  A  good  many  of  these  committees,  I  suppose,  from  the  calling 
of  them,  can  state  through  their  respective  chairmen  whether  they 
will  be  ready  to  report.  Some,  perhaps,  have  already  printed  their 
reports  and  are  ready  to  go  on.  Would  it  not  be  a  good  idea  to  go 
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far  enough  to  now  find  out  what  will  come  up  this  afternoon  and 
what  can  he  brought  up? 

The  President.  The  report  of  the  executive  committee  phir.-  the 
report  of  the  committee  on  grade  crossings  and  trespassing  ()11  rail- 
roads as  the  first  reporl  OB  the  program.  Will  that  committee  be 
ready  to  report  this  afternoon  ? 

Mr.  DICKINSON,  of  Michigan.  The  report  is  in  print. 

The  President.  What  other  reports  an-  ready  to  be  presented? 

The  Secretary.  Four  of  the  reports  have  been  printed,  as  follows; 
Committee  on  grade  crossings  and  trespassing  on  railroads.  e\]  : 
rates  and  express  service,  railroad  taxes  and  plan.-  for  ascertaining 
fair  valuation  of  railroad  properties,  and  amendment  to  act  to  regu- 
late commerce.  There  are  three  other  reports  that  I  know  are  ready 
to  be  presented,  as  follows :  Safety  appliances,  statistics  and  accounts, 
and  accidents.  The  three  last-mentioned  reports  have  not  been 
printed. 

Mr.  GOTHLIN,  of  Ohio.  Inasmuch  as  the  report  of  the  committee  on 
express  rates  and  express  service  is  ready  and  as  consideration  of  that 
report  will  doubtless  take  the  Avhole  afternoon.  I  move  that  the  report 
of  that  committee  be  made  a  special  order  for  this  afternoon  at  2 
o'clock. 

The  motion  was  carried. 

Mr.  KENNEDY,  of  Xew  York.  There  has  been  SOttie  correspondence 
between  the  secretaries  of  the  various  commissions,  and  it  is  thought 
that,  inasmuch  as  several  were  coining  here,  a  conference  of  the 
secretaries  might  be  to  their  mutual  advantage.  With  the  permis- 
sion of  the  president.  I  would  like  to  ask  that  all  the  secretaries  who 
are  present  meet  here  in  this  room  to-morrow  morning  at  half-past 
9  o'clock,  so  Ave  can  arrange  for  some  future  meeting. 

Upon  motion,  at  12.40  o'clock  p.  m.,  a  reces>  was  taken  until  2 
o'clock  p.  m. 


AFTER  RECESS. 


The  convention  reconvened  at  2  o'clock  p.  m. 

The  President.  The  Chair  wishe-  to  announce  committee  assign- 
ments. All  members  of  the  committee  on  railway  capitalization  do 
not  seem  to  be  present.  T  will  add  to  that  committee  Mr.  Gothlin,  of 
Ohio:  Mr.  Ambler,  of  Maryland;  Mr.  Glasgow,  of  Michigan:  and 
Mr.  Prentis.  of  Virginia,  to  fill  out  vacancies. 

On  the  committee  on  legislation  I  \\ill  put  Mr.  Berry,  of  Illinois, 
in  place  of  Mr.  Bassett.  of  New  York:  Mr.  Prentis.  of  Virginia,  in 
place  of  Mr.  Ehea,  of  Virginia;  and  Mr.  Watson,  of  Oklahoma,  in 
place  of  Mr.  Wood,  of  Indiana. 

To  ihe  committee  on  telephone  and  telegraph  rate-  I  will  add  Mr. 
Ifichaid-  ah  Carolina,  in  place  of  Mr.  Fail-child,  of  Washing- 

ton: Mr.  Mills,  of  Minn«--;)i:i.  in  place  of  Mi1.  Willcox.  of  New  York; 
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:m<i    Mr.   Sague,  of  New    York,   in   place  of  Mr.   Olmsted,  of  that 
State. 

The  time  has  arrived  for  the  consideration  of  the  special  order, 
the  report  of  the  committee  on  express  service  and  express  ra< 

REPORT    OF    COMMITTEE    ON    EXPRESS    SERVICE    AND    EXPRESS 

RATES. 

Mr.  STAPLES,  of  Minnesota.  Before  presenting  this  report  I  wi-h 
to  express  to  the  several  members  of  the  committee,  particularly 
ti!"  subcommittee,  my  appreciation  and  thanks  for  the  assistance 
•  hey  have  rendered  in  the  investigation,  so  far  as  we  have  conducted 
it.  and  in  the  preparation  of  the  report.  I  have  been  on  a  good  many 
c.'Miiinittees  in  the  history  of  this  association,  and  I  have  never  had 
from  any  associates  the  assistance  I  have  had  this  time,  and  I  take 
pleasure  in  expressing  my  appreciation  of  it. 

There  are  few  positive  recommendations  in  this  report.  It  was  not 
deemed  advisable;  in  fact,  it  was  deemed  inadvisable.  We  do  not 
feel  sufficiently  acquainted  with  the  topic  to  carry  it  to  that  extent 
at  this  time.  More  than  that,  while  there  are  some  suggestions  in  it 
of  rather  an  affirmative  nature,  their  purpose  is  partly  to  express  the 
views  of  the  committee  and  partly  to  draw  from  the  members  of  thi- 
association  the  opinions  they  may  have  upon  the  subject. 

In  that  connection,  speaking  for  myself  as  chairman,  who.  per- 
haps, has  had  a  little  more  to  do  with  it  than  anybody  else — and 
]  think  I  can  speak  for  the  other  members  of  the  committee — that 
nobody  will  feel  at  all  hurt  at  anything  you  may  say  as  long  a-  yon 
may  not  fire  directly  at  our  different  heads.  You  may  get  retaliation 
if  you  do ;  not  otherwise.  This  report  is  open  for  free  discussion,  and 
I  should  like  to  have  the  members  feel  that  way  about  it. 

Mr.  STAPLES  (reading)  : 

Your  committee  on  express  rates  and  express  service,  not  having 
been  named  until  some  months  after  the  last  convention  adjourned, 
has  found  it  impossible  in  the  limited  time  to  satisfactorily  complete 
the  work  assigned  to  it.  The  committee  met  early  in  the  summer  and 
concluded  the  most  practical  way  to  undertake  the  work  required  of 
it  would  be  to  appoint  a  subcommittee  and  delegate  to  this  committee 
the  matter  of  securing  such  testimony  as  seemed  desirable  or  possible, 
with  instructions  to  prepare  a  report  to  be  made  by  the  committee. 
This  course  was  followed,  and  meetings  were  held  in  Chicago,  giving 
public  notice  of  the  time  and  place  where  meetings  would  be  held, 
so  that  all  parties  who  desired  to  appear  might  be  present.  Many 
parties  appeared  before  the  committee  representing  the  public  on  one 
hand  and  the  transportation  companies  on  the  other,  inclurling  both 
express  and  railway  companies.  Opportunity  was  given  for  all 
parties  to  present  such  pertinent  information  as  they  might  desire. 
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With  the  limited  time  and  opportunity  afforded  your  committee,  it 
has  not  been  deemed  practicable,  at  this  time,  to  submit  any  definite 
conclusions.  The  purpose  of  this  report  is  to  pave  the  way  for  a  con- 
tinued investigation.  A  brief  statement  of  the  complaints  registered 
before  the  committee  may  be  stated  in  the  following  language: 

1.  Many  complaining  that  the  present  graduate  scale  now  in  use  by 
the  several  express  companies  throughout  the  United  States  is  very 
unfair,  unreasonable,  and  discriminatory;  that  the  relation  between 
the  rates  for  carrying  packages  under  100  pounds  and  the  regular 
hundred-pound  rate  is  manifestly  unfair. 

2.  It  was  urged  that  certain  conditions  contained  in  express  com- 
pany receipts  are  unfair  to  the  shipper — for  instance,  such  us  requir- 
ing a  claim  to  be  filed  within  60  or  90  days,  the  general  belief  being 
that  at  least  120  days  should  be  allowed;  also  objecting  to  the  pro- 
vision in  the  receipt  setting  up  no  liability  in  cases  where  articles  are 
not  properly  packed  or  are  fragile,  claiming  this  works  a  hardship 
on  shippers;  and  petitioning  that  express  companies  should  establish 
a  central  claim  office,  where  all  claims  might  be  sent  for  settlement, 

3.  There  seemed  to  be  a  strong  belief  that  stock  of  express  com- 
panies should  not  be  owned  or  controlled  by  another  expre—  company 
or  by  any  railway  company. 

4.  Complaint  was  made  as  to  the   unfair   classification,  holding 
that  special  and  general  special  rates  bear  manifestly  unfair  relation 
to  the  merchandise  rates. 

5.  Serious  objection  wras  made  to  the  present  practice  of  express 
companies  in  the  matter  of  routing  shipments,  objecting  to  the  prac- 
tice of  companies  routing  shipment  over  their  own  line  when  many 
times  by  routing  it  jointly  over  other  connecting  lines  much  time  and 
distance  might  be  saved,  often  to  the  great  advantage  of  the  shipper. 

0.  In  the  matter  of  refunds  it  was  urged  that  express  companies 
should  be  required,  in  all  cases,  to  give  notice  to  the  consignee  in 
cases  where  refunds  of  any  character  should  properly  be  made.  In 
this  connection  it  was  urged  that  proper  notice  should  always  be 
sent  to  consignee  in  case  a  shipment  was  lost  in  transit  or  refused  at 
point  of  destination. 

7.  It  was  urged  that  express  companies  should  be  required  to  fur- 
nish those  entitled  to  the  same  with  a  receipt,  and  that  in  all  cases 
the  receipts  should  show,  among  other  things,  the  rate  charged. 

8.  Many  claim  that  the  express  companies  should  be  required  to 
furnish  tariffs  to  shippers  in  the  same  manner  that  railway  companies 
furnish  shippers  with  tariffs. 

9.  The  very  general  opinion  among  those  Avho  testified  seemed  to 
be  that  express  companies  were  not  justified  in  meeting  the  postal 
rates  charged  by  the  Government  for  packages  of  4  pounds  and 
under,  claiming  that  the  service  rendered  by  the  express  companies 
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was  more  costly  to  the  companies  and  more  valuable  arid  of  greater 
value  to  the  public  tban  the  cost  of  mail  service  arid  that  the  low 
rates  charged  undoubtedly  influenced  the  companies  in  making  higher 
rates  on  other  shipments,  resulting  in  discrimination. 

10.  The  conviction  seemed  to  be  very  strong  that  the  rates  charged 
by  the  express  companies,  particularly  the  merchandise  scale  and 
the  graduate  scale,  are  unreasonably  high. 

Your  committee  respectfully  suggests  that  the  many  questions  in- 
volved in  the  subject  under  discussion  might  be  treated  under  the 
following  heads : 

First.  "  Upon  what  basis  should  an  express  company  be  allowed  to 
earn  a  rexvnnH  "  Should  its  earnings  be  upon  the  amount  invested 
in  real  property  and  equipment  used  in  operation  only,  or  is  it  also 
entitled  to  an  additional  return,  as  has  been  sometimes  contended,  for 
the  personal  service  it  renders  to  every  patron  in  the  same  manner 
as  does  the  district  messenger  service?  In  consideration  of  this 
question  it  becomes  important  to  determine  how  far  the  capitaliza- 
tion of  these  companies  must  be  considered,  having  reference  to 
what  investigations  have  in  fact  been  made.  It  may  also  be  stated 
as  a  fact  that  a  considerable  part  of  the  property  devoted  to  the 
public  use  has  been  charged  to  operating  expenses,  which  means 
the  public  itself  paid  for  the  property.  Upon  the  proper  answer  to 
this  question  must  depend  the  future  action  of  all  regulative  bodies, 
and  probably  is  the  most  serious  question  and  one  deserving  the  best 
thought  of  all  members  of  our  convention.  We  will  first  take  up  the 
basis  for  interest  charges.  Under  the  law  public  utilities  are  under 
normal  conditions  entitled  to  rates  that  will  cover  reasonable  amounts 
for  operating  expenses,  including  returns  upon  a  fair  value  of  the 
property  used  and  necessary  in  serving  the  public.  In  other  words, 
the  law  makes  the  fair  value  of  the  property  used  the  amount  upon 
which  public  utilities  are  entitled  to  a  reasonable  rate  of  return  for 
interest  and  profits.  An  express  service  is  properly  a  railway  service, 
an  express  company  being  merely  the  agent  of  a  railway  company, 
and  as  it  is  established  that  railway  companies  are  public  utilities 
it  can  be  reasonably  argued  that  express  companies  occupy  the  same 
relation.  Even  in  the  absence  of  legislation  and  rulings  upon  the 
subject  it  would  seem  that  the  amount  that  should  be  included  in 
the  express  rates  for  interest  and  profits  should  not  exceed  a  reason- 
able rate  upon  the  fair  valuation  of  the  combined  property  of  rail- 
way and  express  companies  that  is  devoted  to  public  use.  In  in- 
dustries such  as  public  utilities  in  the  service  of  which  public  interests 
are  directly  involved  it  is  necessary  that  both  interest  charges  and 
charges  for  operation  should  rest  upon  sound  economic  bases.  Such 
bases  are  found  in  reasonable  outlays  and  charges  to  both  the  capital 
and  operating  expense  accounts.  In  other  words,  they  are  found 
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in  costs  under  normal  conditions  and  as  ordinarily  determined.  In 
competitive  industries  less  intimately  connected  with  public  interests 
and  where  conditions  are  regulated  by  natural  forces  it  is  sometimes 
customary  to  measure  profits  by  the  earnings  or  the  earning  value. 
In  such  cases  this  practice  may  be  legitimate,  but  in  monopolistic 
industries,  on  the  other  hand,  the  situation  is  different.  In  such 
industries  prices  and  conditions  are  not.  except  within  exceedingly 
broad  limits,  controlled  by  natural  forces,  but  subject  to  the  will  of 
the  management,  as  private  interests  under  such  conditions  often 
come  in  conflict  with  public  interests.  Private  control  has  also  often 
been  found  unsafe  and  dangerous.  It  is  for  these  reasons  mainly 
that  public  regulation  has  been  found  necessary  in  the  case  of  public 
utilities.  Here  such  regulation  occupies  the  same  position  as  does 
competition  in  competitive  industries.  In  the  former,  conditions  are 
determined  in  the  light  of  public  as  well  as  private  interests.  Here 
it  is,  as  a  rule,  found  that  the  interests  of  all  arc  best  subserved 
when  the  utilities  shall  permit  such  rate  of  returns  on  the  amounts 
legitimately  and  economically  invested  in  the  business  as  will  just 
about  bring  the  necessary  capital  and  business  ability  in  this  field. 
The  amount  of  the  investment  can  be  determined  either  from  the 
records  or  from  the  cost  of  reproducing  the  plant  and  the  business. 
The  rate  of  return  can  likewise  be  obtained  from  the  investment 
market  and  of  conditions  generally.  These  are  simply  questions  of 
fact,  and  it  is  due  to  the  various  commissions  to  find  these  facts. 
The  propositions  thus  advanced  are  sound  and  in  line  with  public 
interests.  They  can  be  considered  both  upon  theoretical  and  practical 
grounds. 

"  BASIS    FOR    RATES." 

The  rules  which  cover  interest  charges  also  apply  to  other  charges 
or  to  rates.  That  is,  express  companies  or  common  carriers  are  en- 
titled to  rates  for  their  services  that  cover  reasonable  amounts  for 
operating  expenses,  including  'returns  upon  a  fair  cost — that  is,  the 
value  of  the  property  necessarily  employed.  Under  present  condi- 
tions this  means  that  the  express  rates  should  ordinarily  be  high 
enough  to  cover  the  operating  expenses  of  the  railways  for  transport- 
ing express  matter  as  well  as  a  reasonable  amount  for  interest  on  the 
value  of  the  property  and  facilities  used  for  this  transportation,  and 
that  in  addition  to  this  the  rates  of  the  express  must  also  cover 
reasonable  amounts  for  operating  expenses  of  the  express  companies 
and  for  interest  charges  on  a  fair  value  of  the  property  necessarily 
used  by  them  in  the  service.  In  other  words,  express  rates  must  cover 
two  separate  sets  of  operating  expenses  and  two  separate  sets  of  in- 
terest or  property  charges,  one  in  each  case  for  the  railways  and  one 
in  each  case  for  the  express  companies.  This  classification  is  not 
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materially  affected  by  the  fact  that  the  charges  of  the  former  appear 
as  a  lump  sum  instead  of  in  detail  in  the  records  of  the  latter. 

In  connection  with  the  freight-transportation  service,  it  has  been 
further  ruled  that  the  cost  of  transportation  thus  established  should 
be  borne  by  the  various  articles  and  commodities  transported  some- 
what in  proportion  to  their  value,  the  cost  of  handling  them,  the 
risks  involved  therein,  etc.  The  law,  and  the  rulings  under  it,  has  been 
established  a  so-called  "  cost  of  service  theory  "  of  rate  making,  under 
which  articles  of  higher  value  are  made  to  contribute  relatively  more 
to  the  income  of  the  carriers  for  interest  and  profits  than  articles  of 
lower  value.  Under  this  theory  the  higher  profits  contributed  by  the 
former  or  higher  priced  articles  are  as  much  a  part  of  their  cost  of 
transportation  as  is  the  case  for  the  relatively  lower  profits  that  are 
borne  by  the  lower  priced  ones.  Under  this  theory  no  articles  should 
ordinarily  be  transported  at  rates  that  are  so  low  as  not  to  leave 
something  above  the  operating  expenses  for  interest  on  the  invest- 
ment of  the  carrier.  If  transported  at  a  lower  cost  than  this,  they 
become  a  burden  upon  the  rest  of  the  traffic.  This  should  be  avoided 
except  in  cases  where  required  by  public  interests.  The  basis  for 
rates  or  for  charging  that  has  thus  been  briefly  outlined  is  in  fact 
the  so-called  "  cost  of  service  "  basis  for  rates. 

In  order  to  fix  rates  upon  the  cost  basis,  it  is  necessary  to  determine 
the  approximate  cost  per  unit  of  traffic  as  well  as  to  weigh  these 
costs  for  each  class  of  the  traffic  in  proportion  to  value  of  the  articles 
contained  in  each  of  these  classes.  In  short,  the  theory  of  rate 
making  that  applies  to  railway  freight  would  also  in  the  main  seem 
to  apply  to  the  express  traffic.  For  rate  making  upon  this  basis  an 
immense  amount  of  data  and  a  great  deal  of  labor  are  required.  To 
go  into  details  in  these  matters  is,  of  course,  out  of  the  question. 

One  thing  that  is  required  to  that  end  is  a  classification  of  the 
articles  and  commodities  in  which  value  and  bulk  in  proportion  to 
weight,  as  well  as  other  characteristics,  has  been  carefully  considered. 
Such  a  classification  of  the  goods  in  the  main  obtains  in  the  freight 
service,  but  only  to  a  limited  extent  in  the  express  service.  Another 
requirement  is  likely  to  be  an  appraisal  of  the  property  involved  and 
a  determination,  of  the  proper  rate  of  return  thereon.  Then  follows 
apportionments  of  the  operating  expenses,  including  interest  charges 
between  the  various  departments  of  the  traffic,  and  the  further  ap- 
portionment of  these  expenses  for  each  department  between  the  cost 
of  handling  the  traffic  at  the  termin^Js.iind  the  cost  of  moving  it 
between  the  terminals.  In  addition  to  this,  full  statistics  should  be 
had  showing  by  classes  of  goods  in  the  loaded  cars  the  number  of 
tons  of  freight,  the  average  loading  per  car.  and  other  facts  along' 
these  lines.  From  these  statistics,  when  taken  in  connection  with  the 
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total  terminal  cost,  it  is  possible  to  compute  the  terminal  cost  per 
unit  of  traffic  with  a  considerable  degree  of  accuracy.  In  order  to 
compute  the  cost  per  unit  of  the  movement  expenses,  it  is  necessary 
to  have  the  total  movement  expenses  and  besides  this  the  loaded  and 
empty  car  mileage,  the  tons  carried  1  mile,  the  average  length  of 
the  haul,  and  other  facts  for  the  line  as  a  whole,  and  in  many  cases 
for  each  class  of  traffic.  In  addition  to  this,  there  should  also  be 
statistics  showing  the  average  weight  per  car  alone  of  the  various 
kinds  of  equipment,  the  revenue  obtained  from  the  various  classes 
of  traffic,  and  the  ordinary  data  that  are  usually  presented  in  the 
annual  reports. 

With  data  of  this  kind  at  hand,  it  is  possible  to  compute  the 
average  cost  per  unit  of  both  the  terminal  and  movement  expenses 
under  various  kinds  of  loading  per  car  as  well  as  for  each  class  of 
traffic.  These  costs  per  unit  can  then  be  combined  into  rates.  These 
rates  as  they  then  stand,  however,  represent  costs  only.  In  order 
that  they  may  also  be  made  to  cover  the  next  element  in  order  of 
importance  in  rate  making,  namely,  the  value  of  the  goods,  it  is 
necessary  to  weigh  the  cost  figures  as  a  whole  or  for  each  class  on 
the  basis  of  the  nature  of  the  goods.  In  some  cases  this  weighing 
is  confined  to  those  units  only  which  represent  interest  and  profit 
charges  alone.  In  other  cases  again,  it  is  applied  to  the  entire  cost. 
The  course  to  be  observed  in  these  processes  depends  very  largely 
upon  how  the  costs  per  unit  were  computed  and  on  the  purpose  to 
be  attained.  When  it  is  necessary  to  obtain  a  basis  for  intrastate 
rates,  it  is  also  necessary  to  allot  the  various  items  for  each  depart- 
ment to  the  State  and  then  to  separate  them  between  the  intra  and 
l he  inter  state  traffic.  It  is  also  necessary  to  then  obtain  correspond- 
ing separations  of  all  the  other  operating  and  traffic  data  that  are 
needed  in  the  work.  What  has  thus  been  said  about  the  cost  basis 
applies  as  much  to  express  companies  as  to  railways. 

It  is  perhaps  unnecessary  to  say  that  the  express  companies  will 
not  agree  with  the  above  as  the  proper  basis  for  determining  the 
earnings  and  manner  of  establishing  rates.  Until  within  the  past 
few  years,  express  companies  have  enjoyed  absolute  immunity  from 
governmental  regulation  and  supervision,  and  it  is  perhaps  too  much 
to  expect  that  they  should  not  have  taken  advantage  of  this  circum- 
stance. The  conclusion  that  this  has  been  done  is  absolutely  justified 
by  a  study  of  their  scheme  of  rates  and  charges,  as  well  as  by  an 
examination  of  the  results  of  operations. 

"  WHAT    THE    T1IAFITC    WILL    BEAR.'' 

The  express  companies,  however,  do  not  make  their  rates  as  sug- 
gested above,  nor  do  they  keep  or  compile  the  data  that  are  neces- 
sary to  that  end.  The  express  traffic  is  neither  classified  so  minutely 
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u-  railway  trailic,  nor  in  the  former  classification  is  much  of  any 
consideration  given  to  the  value  of  the  articles.  Only  two  general 
classes  are  recognized,  namely,  merchandise  and  the  general  specials. 
In  the  merchandise  class  is  included  the  general  package  business, 
which  consists  of  an  infinite  variety  of  parcels,  the  weight  in  pro- 
portion to  the  value  of  which  vary  very  greatly.  In  the  general 
special  class  are  included  such  articles  as  eggs,  cheese,  poultry,  veal, 
and  such  other  articles  as  the  company  could  not  secure  for  transpor- 
tation under  the  merchandise  rates.  In  certain  cases  a  third  class, 
called  special,  is  also  made,  and  there  are  in  addition  to  this  various 
other  classes  designed  to  meet  special  conditions.  One  of  these  con- 
ditions is  found  where  the  express  companies  have  so  adjusted  their 
rates  as  to  meet  the  rates  of  the  Post  Office  Department.  In  classi- 
fying the  express  traffic,  no  definite  standards  seem  to  be  consistently 
followed.  This  fact  also  seems  to  be  true  in  the  rate  making  itself. 
The  rates  seem  to  be  based  upon  cost  only,  in  so  far  as  it  is  necessary 
that  in  the  aggregate  they  must  yield  a  profit.  According  to  the 
statements  of  representatives  of  express  companies,  their  rates  are 
fixed  primarily  on  "  what  will  move  the  traffic,"  or,  in  other  words, 
'•  what  the  traffic  will  bear,"  or  again,  "  on  the  value  of  the  service." 
What  these  terms  mean  may  be  difficult  to  determine.  They  are  often 
applied  to  so  many  different  conditions  and  as  a  justification  for 
so  many  and  varying  practices  that  their  real  meaning  seems  to  be 
almost  beyond  comprehension.  "  What  the  traffic  will  bear  "  is  some- 
times defined  as  the  rates  under  which  traffic  will  move.  "  Value 
of  the  service  "  is  usually  defined  as  representing  the  difference  in 
the  price  on  the  articles  between  the  place  from  which  they  are 
shipped  and  the  place  to  which  they  are  going.  These  explanations, 
however,  do  not  furnish  proper  and  safe  bases  for  rate  making.  The 
fact  that  the  traffic  may  be  moving  is  by  no  means  a  certain  indication 
of  the  fact  that  the  rates  under  which  it  moves  are  reasonable.  If 
shippers  generally  could  and  would  withdraw  from  the  business  as 
soon  as  any  rate  becomes  unreasonably  high,  it  is,  of  course,  likely 
that  the  rates  that  would  move  the  traffic  would  not  be  lifted  above  a 
reasonable  point.  But  there  is  hardly  a  shipper  who  is  in  position 
to  do  this,  even  if  fully  aware  of  the  fact  that  his  rates  are  unrea- 
sonable. Few.  again,  stop  their  business  or  withdraw  from  it  at  all. 
This  is  especially  true  in  undertakings  requiring  large  fixed  invest- 
ments in  plant  and  equipment  which  can  not  be  used  for  any  other 
purpose.  They  are  often  better  off  with  1  or  2  per  cent  profit  than 
with  none  at  all,  and  will  therefore  continue  to  ship  under  rates 
that  would  absorb  most  of  the  profits,  although  they  may  be  high 
enough  to  yield  to  the  carrier  many  times  the  profit  to  which  it  is 
entitled.  It  is  manifest  that  such  rates  are  not  reasonable  rates, 
although  the  traffic  moves  under  them. 
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The  difference  in  price  between  the  shipping  and  the  terminating 
point  is  an  equally  unsafe  basis  of  rates.    This  difference  usually  de- 
pends upon  the  cost  of  transportation  between  the  places  involved. 
But  this  difference  in  price  is  clearly  of  such  character  that  it  can  not 
be  formulated  into  workable  standards  for  rates.    As  bases  for  rate 
making  "  What  the  traffic  will  bear,"  and  the  "  Value  of  the  service," 
seems  entirely  inadequate.    They  are  indefinite  and  do  not- seem  to 
contain  anything  either  in  the  way  of  principles  or  methods  that  can 
be  developed  into  working  formulas  or  rate  making  that  rest  upon 
economic  or  natural  forces.    When  more  fully  analyzed,  they  appear 
to  be  a  little  more  than  convenient  descriptions  in  the  way  in  which 
rates  are  made  in  the  absence  of  local  restrictions,  when  the  sole  aim 
of  the  rate  maker  is  to  either  serve  his  own  purpose  or  to  so  adjust 
rates  as  to  obtain  greatest  net  returns  from  the  traffic  as  a  whole, 
regardless  of  consequences.     Efforts  to  extract  from  these  theories 
anything  that  will  enable  the  rate  maker  to  tell  just  where  he  stands 
at  any  particular  moment  in  his  work  has  usually  proven  fruitless. 
They  appear  to  be  clung  to  chiefly  as  means  of  getting  away  from  the 
"  cost  of  the  service  "  method,  which  is  more  exact  and  less  amenable 
to  manipulation  for  special  purposes.    These  theories  are  admirably 
adapted  as  a  cover  for  certain  past  practices,  for  they  are  so  elastic 
that  under  them  almost  all  sorts  of  practices  can  be  justified.     As 
they  can  not  be  formulated  into  a  standard,  they  usually  in  actual 
practice  and  in  the  absence  of  special  purpose  lead  to  and  go  no  fur- 
ther than  the  so-called  comparative  method  of  rate  making.     The 
shortcomings  thus  pointed  out  in  connection  with  the  above  methods 
are  not  likely  to  be  found  in  the  so-called  cost  of  service  method  of 
rate  making.    This  method,  as  indicated  above,  consists  of  a  proper 
classification  of  the  freight  in  which  the  value  and  character  of  the 
articles  have  received  due  consideration  in  determining  the  approxi- 
mate cost  per  unit  of  traffic,  and  in  readjusting  these  costs  units  be- 
tween the  various  classes  and  commodities  on  the  basis  of  their  value. 
Under  this  method,  the  rate  for  low-priced  articles  will  be  much 
lower  than  for  high-priced  ones,  but,  as  a  rule,  no  rate  should  be  so 
low  as  not  to  cover  actual  operating  expenses,  and,  if  possible,  con- 
tribute at  least  something  toward  interest  on  the  investment.     This 
method   rests   upon   sound   economic   principle,   being  based   upon 
the  cost  of  production,  a  factor  that  is  always  of  the  greatest  im- 
portance in  practically  all  price  determination.     Rates  computed 
on  this  basis  stand  on  about  the  basis  with  reference  to  the  cost  of 
transportation  as  that  which  in  the  long  run  the  prices  on  various 
commodities  bear  to  the  cost  of  producing  them.     The  analogy  is  of 
course  not  exact,  but  is  near  enough  so  as  to  illustrate  the  situation. 
By  this  is  not  meant  that  the  "  cost  method  "  has  not  its  drawbacks. 
It  is  very  laborious  and  requires  technical  skill  in  developing  the 
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details.  As  pointed  out  above,  it  requires  an  immense  amount  of  data 
that  is  not  now  kept  by  either  the  railways  or  l!ie  express  companies, 
but  which  can  be  obtained  from  their  records.  These  facts  and  con- 
ditions, however,  do  not  constitute  any  real  objections  to  the  method. 
In  fact,  most  of  them  would  be  obviated  if  the  accounts  and  statistical 
records  were  kept  with  a  view  of  really  disclosing  the  facts  required. 

If  the  various  commissions  throughout  the  country  would  seri- 
ously, consistently,  and  uniformly  enter  upon  this  work,  it  is  reason- 
ably certain  that  means  would  be  found  for  regularly  obtaining  the 
necessary  data  and  that  a  fair  and  equitable  cost  basis  for  rate  mak- 
ing would  be  fully  and  satisfactorily  developed.  With  the  increasing 
power  of  the  commission  the  need  for  more  scientific  systems  is  also 
constantly  becoming  more  and  more  imperative.  Efforts  to  obtain 
proper  data  and  to  develop  more  scientific  methods  of  rate  making 
than  those  now  generally  used  can  not  safely  be  delayed  much  longer. 

The  attitude  of  the  express  companies  upon  the  questions  of  rea- 
sonable earnings  and  plan  of  making  rates,  classifications,  etc.,  may 
be  stated  briefly  and  clearly  by  quoting  from  the  testimony  taken  by 
the  committee,  as  follows: 

MY.  Stockton,  representing  the  Well?.  Fargo  &  Co.  express,  says: 

We  believe  the  measure  of  the  earnings  of  an  express  company  should  be  a 
reasonable  profit,  a  reasonable  percentage  of  its  gross  earnings.  *  *  *  We 
believe  in  the  express  business.  ;is  in  any  other  mercantile  business  or  commer- 
cial business,  the  profit  is  measured  upon  the  "  turnover,"  and  no  man  ever 
made  his  profit  on  his  property  investment.  You  must  measure  on  an  indi- 
vidual rate  or  transaction,  and  that  in  the  aggregate  should  not  exceed  a  rea- 
sonable percentage  of  your  gross  earnings.  We  put  that  forward  as  the  uni- 
versally adopted  basis  of  all  commercial  houses,  as  one  of  the  tests  of  every 
rule  of  common  sense,  and  one  which  does  not  involve  the  thousand  and  one 
complications  which  must  necessarily  come  into  the  record  when  you  start  to 
find  out  what  the  value  of  anything  is.  *  *  *  A.  railroad  constructing  a 
public  highway  is  entitled  to  the  right  to  earn  a  fair  return  upon  the  property 
devoted  to  the  public  use.  I  repeat  that  that  is  for  the  construction  of  a 
public  highway :  that  any  railroad  that  puts  its  money  into  building  a  rail- 
road is  entitled,  because  of  that  investment,  to  a  reasonable  return  upon  the 
money  invested,  and  when  in  addition  to  that  it  engages  as  a  common  car- 
rier over  that  railroad,  it  is  entitled  to  further  earn  a  reasonable  profit 
on  its  business,  and  that  is  how  an  express  company's  profit  should  be 
measured.  *  *  *  Now,  I  think  that  relieves  those  commissions  of  any 
labor  of  going  into  the  question  of  ascertaining  what  the  physical  valuation 
is.  It  strips  the  matter  from  the  subtleties  around  it.  *  *  *  My  personal 
view  of  the  matter  is  that  the  local  conditions,  as  a  rule,  fairly  reflect  in  the 
freight  rates  of  railroad  companies  and  that  the  express  rates  should  bear 
given  relations  to  the  freight  rates,  and  it  seems  to  me,  in  view  of  this  fact, 
that  they  are  in  a  measure  competitive  and  in  another  measure  they  are 
partners.  They  handle,  however,  distinct  classes  of  business  which  by  the 
changes  may  become  express  or  may  become  freight,  but  because  of  the  rules 
between  them  and  the  similarity  of  carriage  I  think  there  should  be  a  re- 
lation with  the  freight  rate  to  the  express  rate.  *  *  *  No  one  has  ever 
been  able  to  make  rates  by  a  yardstick  yet.  Every  man  who  has  ever  entered 
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into  the  study  must  realize  that  neither  distance,  bulk,  value,  risk,  density  of 
traffic,  or  density  of  population  are  reasons  which  can  absolutely  dominate 
and  determine  a  rate.  It  must  be  a  matter  of  judgment.  The  application  of 
all  these  conditions  to  the  matter  must  be  in  a  measure  reflected  in  the  freight 
rate. 

Q.  How  are  you  going  to  find  the  basis  for  that  differen. ••• '.-  A.  I  should 
take,  to  a  large  extent,  the  value  of  the  service. 

Q.  How  are  you  going  to  measure  that?— A.  It  is  determined  thus  in  my 
mind:  Express  rates  are  automatically  self -regulated.  I  don't  believe  an  ex- 
press rate  needs  any  regulation  from  anyone.  It  regulates  itself.  If  too 
high,  it  will  not  handle  the  business.  If  too  low,  it  will  attract  the  freight 
business.  *  *  *  The  test  is,  whenever  it  moves  all  the  business  which  it 
should,  then  it  is  reasonable.  If  not,  it  is  not.  If  the  shippers  come  in  and 
show  that  their  business  can  not  move  under  the  rates,  then  your  rate  is 
unreasonable.  *  *  *  If  the  traffic  moves  freely,  the  rate  must  be  reasonable. 

Mr.  B.  P.  Kerfoot,  representing  the  United  States  Express  Co., 
testified  as  follows: 

You  know  the  express  companies  have  small  investments.  We  don't  think 
it  is  fair  to  limit  our  revenue  to  return  on  that  investment  the  way  railroads 
have.  We  feel  we  are  entitled  to  a  return  of  a  percentage  of  the  gross  busi- 
ness we  do.  In  other  words,  if  we  turn  our  capital  over  5  or  10  times  a  year, 
we  are  entitled  to  more  than  if  only  turned  over  once. 

SECOND  SUBJECT. 

RK.V.SlKVAIil.KXK.SS    OF     I' UK    A.MOl  T<T    1'A  !  1)    J!Y    T1IK    I.XI'KKSS    (OMI'A.VIKS     IO    Tl  IK    RAIL- 
WAY   COAJl'AMKS. 

Are  the  returns  now  received  by  the  railway  companies  for  carry- 
ing express  matter  excessive?  In  other  words,  is  the  amount  paid  by 
the  express  companies  to  railway  companies  for  transportation  rea- 
sonable? Upon  this  question  the  attitude  of  all  the  express  com- 
panies may  be  stated  in  the  following  language,  quoting  from  Mr. 
Stockton's  testimony : 

I  will  answer  that  by  saying  they  are  the  best  contracts  we  are  able  to  get 
at  the  present  time.  We  would  like  to  have  better  ones  if  we  could. 

Q.  Are  the  returns  now  received  by  railway  companies  for  transporting  of 
express  matter  excessive,  and  is  not  the  payment  on  a  tonnage  basis  a  fairer 
manner  of  paying  the  railroad  companies? — A.  I  should  say  in  the  first  place 
that  the  payments  to  railroad  companies  I  do  not  believe  are  excessive.  Other- 
wise they  would  not  get  the  contract.  As  to  the  second  proposition,  as  to 
whether  a  contract  upon  the  tonnage  basis  would  be  a  fairer  basis  than  a  per- 
centage of  the  gross  earnings,  I  don't  see  that  it  makes  much  difference.  All 
of  the  criticisms  of  the  percentage  contracts  are  purely  imaginary.  They  do 
not  amount  to  anything  unless  the  carriers  were  to  start  in  to  increase  the 
rates.  The  difficulty  is  purely  imaginary — purely  a  straw  man  put  up  by  a  lot 
of  people  to  be  knocked  down.  *  *  *  The  average  express  package  weighs 
about  4  pounds,  and  the  average  charge  per  transaction  is  4f>  cents.  The  average 
cost  of  auditing  that  transaction  is  as  great  as  with  a  r«iilro;.d  company  to  audit 
$4.50  transaction  so  that  the  cost  of  auditing  is  a  very  largo  source  of  expense 
to  the  express  companies,  disproportionately  so  as  compared  with  the  railroad 
companies.  *  *  *  There  is  no  possible,  gain  that  I  can  sec  in  substituting 
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the  tonnage  plan.  It  is  purely  imaginary,  in  my  judgment,  and  why  it  is 
necessary  or  desirable  to  change  the  system  because  of  a  bugaboo.  I  aai  uuable 
to  say. 

The  attitude  of  the  railway  companies  upon  this  question  may  be 
stated  by  quoting  from  the  testimony  of  Mr.  P.  S.  Eustis,  represent- 
ing the  passenger  department  of  the  Chicago,  Burlington  &  Quincy 
Railroad  Co.  : 

It  has  been  my  conviction  since  1902,  when  I  was  made  traffic  manager  on  the 
Burlington,  that  the  trouble  with  the  express  business  is  not  that  the  express 
rates  are  too  high,  but  that  the  express  company  does  not  pay  the  carrier  a  fail- 
portion  of  the  gross  rate  for  the  part  of  the  service  performed  by  the  railro;  d 
carrier.  The  express  company  gets  too  much. 

Q.  Allowing  that  statement  to  stand,  would  you  accompany  it  with  a  state- 
ment that  the  railroad  company  needs  more  than  it  is  now  getting? — A.  Yes.  sir. 

Q.  That  the  remuneration  now  paid  the  railroad  company  is  not  a  reasonable 
amount? — A.  Wholly  inadequate  for  the  service  performed. 

Q.  Have  you  ever  made  any  analysis  which  would  go  to  prove  whether  the 
express  business  might  not  be  paying  a  very  reasonable  sum  to  the  railway  com- 
pany, and  that  the  loss  sustained,  if  any,  might  be  upon  the  other  character  of 
business  transported  on  the  same  train? — A.  Upon  that  point  we  find  ourselves 
in  a  devil  of  a  place.  We  have  to  appear  on  Monday  somewhere  to  prove  that 
we  don't  get  enough  for  passenger  business;  on  Tuesday  we  appear  to  prove 
that  we  don't  get  enough  for  carrying  mail ;  and  on  Wednesday  we  have  to 
appear  to  prove  that  we  don't  get  enough  for  express.  We  can  prove  all  the 
time  that  we  don't  get  enough  for  all  three,  but  we  find  it  awfully  hard  to  prove 
as  to  any  one. 

Q.  Have  you  ever  undertaken  to  keep  your  books  so  as  to  be  able  to  deter- 
mine the  different  costs? — A.  You  must  know  that  is  one  of  those  problems  we 
can  not  get  at.  *  *  *  The  express  companies,  so  far.  have  been  able  to  com- 
pel the  railroad  companies  to  carry  their  traffic  at  a  rate  which  is  wholly  inade- 
quate, which  does  not  pay  the  railroads  for  the  service  it  performs.  *  *  * 
Personally,  I  am  more  convinced  by  the  developments  of  the  last  six  months 
than  I  have  been  for  several  years  before  of  the  correctness  of  the  point  I  made 
about  four  years  ago,  that  it  is  inevitable  that  we  shall  organize  our  own  ex- 
press company  and  conduct  the  traffic  which  is  on  our  own  road.  This  has  been 
seriously  considered  by  the  officials  of  our  company  for  the  past  three  years. 

It  is  perfectly  apparent  from  these  extremely  conflicting  views  on 
the  part  of  the  express  and  railway  companies  that  the  question  must 
be  very  carefully  gone  into  in  order  to  determine  whether  the  amount 
now  paid  to  railway  companies  is  a  reasonable  sum  for  their  service 
or  not;  also  the  character  of  the  contract  should  be  considered.  It 
is  perfectly  apparent  that  any  percentage  relation  would  be  mate- 
rially affected  in  the  event  of  any  change  in  the  rates,  either  the  low- 
ering or  raising  of  the  rates.  If  the  gross  sum  now  paid  to  the  rail- 
way company  is  a  reasonable  sum,  and  as  little  as  should  be  paid 
them,  this  should  not  be  further  reduced  by  a  reduction  in  the  rates 
charged  by  express  companies,  which  would  be  the  case  where  the 
percentage  relation  is  not  changed:  also  any  increase  in  the  express 
rate  would  increase  the  amount  paid  to  the  railway  company.  This 
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would  be  manifestly  unfair  to  impose  this  tax  upon  the  public  if  the 
railway  company  is  already  receiving  ample  compensation. 

Each  transaction  requires  a  separate  individual  service  by  the  ex- 
press company,  but  this  is  not  true  as  to  the  service  rendered  by  the 
railway  company.  It  costs  the  railway  company  no  more  to  transport 
20  packages  weighing  10  pounds  each  than  it  does  to  transport  1 
package  weighing'  200  pounds.  Yet  the  compensation  received  is 
very  much  greater.  One  illustration  may  b<»  given  to  make  this  clear: 
The  graduate  charge  on  a  10-pound  package.  New  York  to  Chicago. 
is  75  cents,  the  rate  per  hundred  pounds  being  $2.50.  Supposing  in  an 
express  car  leaving  New  York  for  Chicago  there  were  twenty  10- pound 
packages  consigned  to  20  separate  consignees  and  one  200-pound 
package  consigned  to  another  address.  For  the  20  packages  the 
express  company  would  charge  75  cents  each,  a  total  of  $15 ;  for  the 
200-pound  package  it  would  charge  $5.  Assuming  that  the  railway 
company  received  50  per  cent  of  the  charges,  it  would  receive  for  the 
200  pounds  which  was  transported  in  10-pound  packages  $7.50,  while 
from  the  200-pound  package  it  would  receive  only  $2.50.  although 
the  weight  carried  and  the  service  rendered  would  be  identical  in 
both  cases. 

Referring  to  the  different  positions  taken  by  the  express  and  rail- 
way companies  as  to  the  sufficiency  of  the  amounts  now  paid  to  the 
railway  companies  as  compensation,  it  may  be  interesting  to  record 
the  fact  that  your  committee  is  in  possession  of  reliable  data  where 
careful  investigation  has  been  made  by  experts  examining  the  cost 
data  of  two  large  railway  companies  now  receiving  under  their  con- 
tracts with  the  express  companies  55  per  cent  of  the  gross  revenue, 
showing  that  the  cost  of  conducting  the  business  in  the  case  of  one 
of  these  roads  is  37.45  per  cent  of  the  gross  amount  received.  In  the 
case  of  the  second  road,  the  cost  is  41.8  per  cent  of  the  gross  amount 
received.  This  covers  the  entire  cost  included  in  the  116  primary 
accounts,  to  which  must  be  added  4  per  cent  for  taxes.  It  is  believed 
these  figures  can  be  sustained.  On  the  other  hand,  it  is  fair  to  state 
that  these  same  companies  offered  testimony  which  goes  to  prove 
that  in  the  case  of  the  first  company  the  cost  of  doing  business  is 
70.325  per  cent  of  the  gross  amount  received,  and  in  the  case  of  the 
second  company,  the  cost  is  122.952  per  cent  of  the  gross  amount  re- 
ceived. These  data  are  presented  to  indicate  the  importance  of  going 
much  further  into  this  subject  in  order  that  reliable  data  may  be  had. 

THIRD   SUBJECT. 

THE     SO-CALLED     INTERCORPORATE    RELATION     OF    EXPRESS     COMPANIES     AND     RAILWAY 

COMPANIES. 

This  matter  was  more  or  less  a  subject  of  complaint  before  your 
committee,  but  will  only  be  treated  briefly  at  this  time.  It  may  be 
stated  that  the  representatives  of  express  companies  resented  the 
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idea  that  there  were  any  relations,  either  contract  or  mutual,  existing 
between  express  and  railway  companies  which  would  in  any  way 
influence  one  toward  the  other.  It  must  be  apparent,  however,  when 
the  record  is  read,  that  some  very  good  reason  can  be  found  why  the 
ownership  of  stock  in  the  different  companies  is  distributed  the  way 
we  find  it.  For  instance,  in  one  of  the  reports  of  the  Adams  Express 
Co.  they  show  they  own  stock  as  follows:  Four  hundred  thousand 
dollars  of  the  Atchison,  Topeka  &  Santa  Fe  Railway  Co. ;  $290,000 
of  the  Baltimore  &  Ohio  Railroad  Co. ;  $425,000  of  the  Chicago,  Mil- 
waukee &  St.  Paul  Railway  Co.;  $317,400  of  the  Chicago  &  North 
Western  Railway  Co. ;  $247,750  of  the  Chicago,  Peoria  &  St.  Louis 
Railway  Co. ;  $191,000  of  the  Iowa  Central ;  $50,000  of  the  Louisville 
&  Nashville  Railway  Co.;  $6,171,400  of  the  Pennsylvania  Railroad. 

Testimony  was  offered  before  your  committee  showing  that  there 
are  large  holdings  of  stock  of  express  companies  held  by  different 
express  companies ;  for  instance  the  Adams  has  $100,000  stock  of  the 
American  Express  Co.,  $650,000  of  the  Southern,  $906,000  in  the 
United  States,  and  that  the  American  owns  the  National  entirely 
and  $1,000,000  of  stock  of  the  United  States  Express  Co. ;  that  the 
Southern  owns  $111,800  in  the  Adams,  $118,500  in  the  American,  and 
$70,000  in  the  United  States;  that  the  United  States  owns  $51,200 
in  the  Wells-Fargo.  We  will  not  undertake  to  offer  here  opinion  as 
to  the  influence  this  may  have  on  the  various  companies,  but  it  must 
be  apparent  to  even  a  casual  reader  that  the  influence,  in  some  cases, 
must  be  very  far  reaching.  As  to  the  question  of  original  cost  of  this 
stock,  and  the  consideration  given  for  the  same  by  the  various  holding 
companies,  these  questions  may  be  properly  offered  as  subjects  for 
further  investigation,  and  the  subject  may  be  seriously  considered  as 
to  whether  or  not  there  should  not  be  an  absolute  prohibition  on  the 
part  of  any  one  express  company  holding,  owning,  or  controlling  the 
stock  of  any  other  express  or  railway  company.  Furthermore,  as  to 
whether  these  various  companies  should  not  be  confined  strictly  to  a 
transportation  business. 

FOURTH  SUBJECT. 


ELIMINATION    OF   EXPRESS    COMPANIES. 


Testimony  was  taken  by  your  committee  as  to  the  advisability  of 
eliminating  express  companies  and  requiring  all  service  to  be  per- 
formed by  the  railway  companies.  It  is  admitted  that  the  service  per- 
formed by  an  express  company  is  to  all  intents  and  purposes  a 
transportation  service,  and  yet  this  may  be  properly  divided  into  two 
parts — one  a  pick-up  and  delivery  service  and  the  other  a  direct- 
transportation  service. 


42  NATIONAL   ASSOCIATION    ol'    RAILWAY    COMMISSIONERS. 

The  way  the  business  has  been  conducted  for  many  years  has 
thoroughly  established  the  custom  among  the  people  of  relying 
upon  express  companies  to  call  for  and  deliver  all  express  matter 
in  the  manufacturing  and  thickly  settled  portions  of  all  large  com- 
munities and  to  the  business  houses  in  many  of  the  smaller  com- 
munities, and  to  deprive  them  of  this  service  would  undoubtedly 
work  a  great  hardship.  It  is  not  necessary,  however,  that  the  ex- 
press companies  shall  continue  to  be  common  carriers  in  order  that 
the  public  may  have  the  advantage  of  this  local  service.  Express 
companies  might  continue  to  act  as  an  agent  of  the  railway  com- 
pany in  the  matter  of  pick-up  and  delivery  service,  the  railway  com- 
pany assuming  and  being  responsible  for  the  transportation  of  all 
commodities  by  express.  Communities  which  desire  to  do  so  might 
organize  locally  for  the  purpose  of  handling  the  express  matter  be- 
tween the  public  and  the  railway  companies  or  the  railroad  com- 
panies could,  if  necessary,  organize  their  own  pick-up  and  delivery 
service.  It  is  claimed  by  express  companies  that  where  joint  traffic 
is  handled  the  railway  companies  would  be  unable  to  take  care  of 
the  same  in  the  matter  of  transfers  without  the  aid  of  the  express 
companies.  This,  however,  it  seems,  could  be  taken  care  of  by  the 
plan  devised  to  handle  the  local  pick-up  and  delivery.  Any  plan 
which  would  accomplish  that  end  after  the  same  had  got  into  work- 
ing order  would  undoubtedly  materially  reduce  the  cost  of  trans- 
portation by  express.  It  must  be  apparent  that  as  the  relation  stands 
to-day  between  express  and  railway  companies,  and  as  the  business 
is  now  conducted  in  many  cases,  there  is  necessarily  a  double  profit 
paid  to  the  carriers  by  the  public.  Upon  the  question  of  cost  of 
pick-up  and  delivery  service  your  committee  is  in  possession  of  data 
compiled  by  reliable  experts,  with  every  opportunity  afforded  for 
the  examination  of  all  records,  to  show  that  in  certain  large  cities 
the  service  of  pick-up  and  deliA'ery  is  now  being  performed  by  ex- 
press companies  at  a  cost  to  them  of  from  3.243  cents  to  3.362  cents 
per  package,  and  in  11  smaller  cities,  with  populations  ranging  from 
2,620  to  18,600,  the  average  is  2.631  cents  per  package.  There  are 
many  advocates  of  the  plan  of  separating  the  charges  in  such  way 
as  to  relieve  those  who  do  not  enjoy  or  care  for  the  pick-up  and  de- 
livery service  from  sharing  in  the  cost  of  the  same  to  the  express 
companies.  In  other  words,  that  any  party  who  avails  himself  of 
the  pick-up  and  delivery  service  should  bear  the  entire  cost  of  the 
same,  thereby  reducing  the  rate  to  those  who  do  not  care  for  or  enjoy 
this  service.  Your  committee  believes  this  plan  to  be  a  wholly  prac- 
ticable one.  and  recommends  the  same  for  the  very  serious  considera- 
tion at  the  hands  of  this  convention. 

The  express  and  railway  companies  :nv  to-dny  engaged  in  per- 
forming a  transportation  service  that  one  company  could  perform 
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just  as  effectively,  if  not  more  so.  This  system  has  its  advantages, 
but  these  are  secured  at  an  enormously  high  cost,  This  duplication 
of  organization  results  in  duplication  of  capital,  wages,  salaries, 
and  many  other  expenses.  It  is  also  a  question  whether  the  express 
service  as  performed  at  present  may  not  have  an  adverse  effect  upon 
the  fast-freight  service  of  the  carriers,  greatly  to  the  disadvantage 
of  many  lines  of  industry.  There  is  little  doubt  but  that  in  most 
cases  the  share  of  the  railways  of  the  express  earnings  are  consid- 
erably greater  than  their  earnings  would  amount  to  if  express  mat- 
ters were  shipped  by  freight,  That  under  such  conditions  the  express 
service  with  its  high  charges  should  have  a  bad  effect  upon  fast- 
freight  service  with  its  lower  charges  is  more  than  likely.  Here 
there  are  evidently  many  opportunities  for  improvement.  Public 
interests  manifestly  require  the  express  service  to  be  reorganized 
upon  a  less  costly  basis.  The  question  is.  How  can  this  be  done  ?  Two 
courses  seem  open.  One  is  to  divide  it  between  the  railways  and  the 
mail  service.  The  other  is  to  leave  it  entirely  with  the  railway  com- 
panies, ruder  the  former  system  the  Post  Office  Department  could 
handle  packages  weighing  up  to  12  or  15  pounds,  Avhile  the  railways 
might  operate  a  fast-freight  service  for  the  heavier  packages  or  com- 
modities. The  postal  department  has  offices  in  all  parts  of  the. 
country  and  in  all  sections  of  the  larger  cities.  It  has  city  as  well 
us  rural  service  and  elaborate  collection  and  distribution  service. 
Its  service  extends  into  sections  which  the  express  companies  can 
never  hope  to  reach.  That  it  could  perform  the  package  service  at  a 
cost  that  is  both  actually  and  relatively  lower  than  that  of  the  ex- 
press company  is  a  proposition  about  which  there  can  be  but  little 
or  no  dispute. 

The  express  service  to-day  is  little  more  than  a  duplication  of  the 
mail  service.  This  duplication,  in  the  very  nature  of  things,  must,  to 
a  considerable  extent  at  least,  be  a  social  burden.  The  postal  depart- 
ment could  not  only  perform  the  package  business  cheaper  than 
the  express  companies,  but,  having  many  more  offices,  could  also  per- 
form it  more  effectively.  That  the  railways  could  easily  make  arrange- 
ments for  a  reasonably  prompt  handling  of  the  heavier  commodities 
at  lower  than  the  present  express  rates  will  hardly  admit  of  much 
doubt.  The  fact  is  that  the  railways  could  probably  assume  the 
handling  of  both  the  heavier  commodities  and  the  lighter  packages 
at  a  lower  cost  and  with  greater  satisfaction  than  the  express  com- 
panies to  the  public.  Their  present  organization  is  nearly  complete 
enough  for  this.  At  any  rate,  the  additional  equipment  they  would 
need  to  that  end  would  not  be  great.  There  might  also  be  savings 
in  express-car  mileage,  particularly  for  the  smaller  packages,  if  the 
express  and  mail  traffic  were  combined.  This  would  tend  to  lead  to 
improvements  in  the  fast-freight  service — a  matter  that  is  of  great 
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industrial  and  commercial  importance.  It  would  do  away  with  many 
duplications  that  are  necessary  under  the  present  system,  and  hence 
would  result  in  many  economies.  The  assumption  of  this  extra  work, 
either  in  whole  or  in  part,  would  raise  no  new  problems  which  the 
railways  would  find  difficult  to  solve.  •, Whether  the  railways  shall  per- 
form the  express  service  themselves  or  delegate  it  to  some  agent,  as 
they  do  now,  is  entirely  a  matter  of  expediency.  There  is  no  necessity 
for  such  delegation.  Your  committee  has  not  pursued  this  subject 
far  enough  to  enable  it  to  arrive  at  any  conclusions,  but  recommends 
that  the  importance  of  the  subject  demands  that  the  investigation  of 
the  same  be  continued. 

FIFTH    SUBJECT. 

CLASSIFICATION    AND    GRADUATE    SCALE. 

Many  of  the  people  are  of  the  opinion  that  the  graduates  are  not 
based  upon  an  equitable  relation  to  the  merchandise  rates.  All 
articles  carried  under  what  is  known  as  "general  specials"'  are 
charged  for  on  the  basis  of  actual  weight;  this,  in  connection  with  the 
fact  that  the  ';  general  specials  "  are  less  than  the  merchandise  rates, 
accentuates  the  difference  in  charges  on  shipments  of  less  than  50 
pounds  to  so  great  an  extent  that  in  many  instances  these  differences 
appear  to  be  glaring!}7  discriminatory.  There  are  those  who  advo- 
cate that  the  graduate  scale  is  not  necessary;  is  unfair  and  should 
not  be  used  in  the  making  of  rates;  that  in  lieu  of  the  graduate 
scale,  the  rates  could  be  made  on  a  per  hundred  pounds  basis,  the 
same  as  freight,  fixing  the  rate  at  so  much  per  hundred  on  a  mileage 
basis  with  a  minimum.  It  is  apparent  that  in  the  making  of  the 
classification,  no  consideration  is  given  to  the  quality  of  the  com- 
modity from  a  transportation  standpoint;  that  is  to  say,  the  value 
per  pound  or  per  package,  also  the  comparative  bulk  an(i  weight  of 
the  commodity,  is  given  no  consideration  whatever,  but  that  the  only 
consideration  is  what  will  move  the  business.  The  equity  of  this 
policy  is  doubtful.  It  seems  to  result  in  a  very  uncertain  and  ap- 
parently discriminatory  relation  of  rates.  Cheap  and  heavy  articles, 
the  transportation  of  which  involves  small  risk,  are  in  many  in- 
stances charged  for  at  much  higher  rates  than  other  articles  of 
greater  value,  and  which  involves  much  greater  risk,  and  which 
occupy  more  space  per  pound.  It  hardly  seems  fair  that  an  article 
worth  50  cents  should  be  charged  for  at  a  much  higher  rate  than 
another  article  worth  ten  times  as  much  and  occupying  twice  as 
much  space. 

Illustrating  the  differences  between  the  merchandise  and  the  gen- 
eral special,  a  55-pound  package  by  express,  under  the  merchandise 
costing  85  cents  to  ship  by  express,  if  classed  as  general  specials 
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would  cost  but  41  cents,  a  little  less  than  half  the  merchandise  rate. 
To  make  that  more  plain,  take  a  case  of  canned  goods,  for  instance, 
weighing  55  pounds,  worth  $1.50,  and  the  rate  85  cents.  If  this  same 
package  should  be  veal,  eggs,  or  any  other  commodity  classed  as  gen- 
eral specials,  the  rate  would  be  41  cents.  In  the  opinion  of  your  com- 
mittee, the  graduate  scale  and  the  express  classification  need  a  very 
complete  revision  in  order  that  absolute  justice  may  be  afforded  all 
shippers.  It  must  be  apparent  that  this  can  not  be  accomplished  ex- 
cept by  a  general  and  concerted  action.  All  local  conditions  are  prac- 
tically the  same  in  all  parts  of  the  country,  and  can  reasonably 
demand  the  same  rule.  Your  committee  believes  that  the  so-called 
postal  rates  or  the  ounce  rates  in  Section  D  of  the  classification  are 
admittedly  wrong  and  discriminatory.  We  believe  the  express  com- 
panies feel  this  to  be  the  case. 

Mr.  Stockton  testified  as  follows: 

The  ounce  rates  in  Section  D  of  the- classification  were  rates  originally  estab- 
lished by  the  express  companies  upon  certain  classes  to  stimulate  business. 
There  were  certain  classes  of  sr.mples  sent  out  by  various  dealers  of  small  value 
and  which  were  used  by  salesmen  to  stimulate  their  general  business  The 
Government  makes  a  rate  of  1  cent  per  ounce  on  merchandise  shipments,  and 
the  express  companies  made  the  same  rate.  That  is  a  prepaid  rate  of  1  cent 
per  ounce  with  a  minimum  charge  of  15  cents  to  large  shippers  and  dealers 
who  were  regular  shippers,  and  the  classification  card  was  so  worded  that  agents 
were  not  permitted  to  extend  those  rates  to  the  general  public  at  large.  This 
was  discriminatory — there  is  no  question  about  it.  These  rates  were  made  to 
large  dealers  who  had  a  half  wagon  load  of  these  small  packages.  They  could 
be  picked  up  at  one  time  and  a  large  part  of  the  haul  would  be  comparatively 
inexpensive;  therefore  we  felt  we  were  justified  in  making  a  very  low  rate. 
When  the  interstate-commerce  law  included  the  express  companies  under  its 
jurisdiction  that  clause  in  the  old  classification  card  was  one  of  the  first  things 
that  occurred  to  the  attorneys  of  the  express  companies  as  being  unjustifiable 
discrimination,  and  they  were  told  they  must  either  cancel  those  rates  or  extend 
them  to  the  entire  public,  and  so  the  rates  stand. 

In  the  opinion  of  your  committee,  these  low  rates  can  not  be  justi- 
fied, and  should  either  be  eliminated  or  raised. 

SIXTH  SUBJECT. 
ROUTING    OF    SHIPMENTS. 

The  present  policy  of  express  companies  is  to  transport  shipments 
destined  to  an  exclusive  office  via  the  line  of  the  company  operating 
the  exclusive  office,  even  though  there  be  a  joint  route  even  40  or  50 
per  cent  shorter,  both  in  the  matter  of  distance  and  time.  To  illus- 
trate: If  from  a  given  point  at  which  all  the  principal  companies 
are  represented  to  an  exclusive  Adams  office,  the  distance  be  1,700 
miles  and  the  distance  via  the  United  States  Co.  to  a  junction  plus 
the  distance  from  the  junction  to  the  exclusive  office  be  only  1.100 
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miles,  the  Adams  will  require  shipments  to  be  transported  the  1.700 
miles  in  order  that  it  may  enjoy  the  entire  haul  and  will  not  establish 
joint  rates  via  the  lines  of  the  two  companies.  It  can  readily  be 
perceived  that  this  policy  results  in  an  economic  waste  and  even 
puts  shippers  to  an  unnecessary  disadvantage  and  delay.  It  is  cer- 
tain there  are  thousands  of  points  in  the  United  States  to  which 
shipments  are  trail-ported  via  roundabout  route-,  often  to  the  dis- 
advantage of  the  shipper.  One  of  the  representatives  of  the  express 
companies  present  at  the  hearing  when  asked  the  question.  "  Is  it  the 
position  of  the  express  companies  that  the  matter  of  routing  should 
be  left  entirely  to  them  ?  "  said :  "  We  think  so — yes — that  is  our 
opinion.  We  think  there  should  be  some  features  of  our  business 
that  we  ought  to  be  allowed  to  conduct,  and  that  is  one." 

It  is  the  opinion  of  your  committee  that  the  rules  should  be  so 
modified  as  to  permit  a  shipper  to  direct  the  routing  of  his  ship- 
ment, particularly  when  the  character  of  the  goods  shipped  or  the 
question  of  time  are  factors  demanding  that  the  most  direct  route  be 
chosen. 

FURNISHING    TARIFFS    AND    RATES    TO    SHIPPERS. 

Your  committee  is  of  the  opinion  that  all  shippers  should  be  able 
to  get  rates  between  any  twTo  points,  if  interested  in  traffic  movement, 
by  application  to  the  local  agent,  and  that  all  shippers  whose  business 
is  sufficiently  large  to  make  the  same  reasonably  necessary,  should  be 
furnished  with  tariffs  upon  application  to  the  company. 

In  the  matter  of  refunds,  either  on  account  of  loss,  damage,  or 
overcharge,  we  are  of  the  opinion  that  the  consignee  or  shipper  is 
entitled  to  notice  from  the  company  within  a  reasonable  time,  and 
in  the  matter  of  claims  we  believe  that  no  less  than  120  days  should 
be  allowed  in  which  to  file  a  claim  of  any  character,  and  that  it  is 
unfair  to  the  shipper  to  require  that  he  furnish  the  original  receipt 
when  filing  claim,  but  that  only  the  original  receipt  or  a  duplicate 
of  the  same  should  be  required  when  claim  is  paid.  We  believe  the 
records  of  the  express  company  should  be  kept  in  such  way  as  to 
insure  a  shipper  receiving  prompt  notice  in  the  event  shipment 
is  lost  in  transit  or  refused  at  destination.  It  would  seem  only  fair 
that  there  be  a  reasonable  limit  of  time  fixed  in  which  an  express 
company  should  pay  a  just  claim  of  any  character.  Your  committee 
had  shippers  before  it  who  advocated  this  limit  should  be  40  days, 
and  that  in  the  event  of  failure  to  pay  the  claim  within  that  time  a 
penalty  of  $100  should  be  fixed  by  statute,  to  go  to  the  person  filing 
the  complaint.  Your  committee  is  not  prepared  to  recommend  at 
this  time  just  the  character  of  penalty  that  should  be  imposed  or 
just  what  the  time  limit  should  be. 
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CONCLUSIONS. 

In  view  of  the  fact  that  your  committee  has  been  unable  to  give 
all  parties  desiring  a  hearing  opportunity  to  be  heard,  and  the 
further  fact  that  both  express  companies  and  railway  companies 
wish  further  opportunity  to  present  their  views  upon  the  questions 
involved,  your  committee  recommends  that  the  whole  matter  be  re- 
committed to  a  like  committee  composed  of  such  number  of  members 
as  f-he  convention  may  deem  best,  with  instructions  to  begin  at  an 
early  date  the  work  of  completing  or  continuing  this  investigate  n. 
to  the  end  that  some  definite  and  valuable  data,  and,  if  possbile,  con- 
clusions and  recommendations,  be  arrived  at  for  presentation  to  the 
next  annual  meeting  of  this  association. 

All  of  which  is  respectfully' submitted. 

COMMITTEE. 

C.   F.   STAPLES,  Chairman. 

Mr.  STAPLES  (continuing).  Now  that  report  is  subscribed  to  by 
several  more  than  a  majority  of  a  very  large  committee,  and  I  wish 
to  read  two  short  letters  from  two  members,  who  subscribe  to  the 
report  conditionally. 

One  letter  is  from  Mr.  Decker,  who  was  a  member  of  the  subcom- 
mittee. Leaving  out  the  address,  the  letter  says: 

I  have  read  the  report  very  carefully  and  feel  that  you  have  put  a  great 
deal  of  thought  in  it,  and  under  the  circumstances,  considering  that  the  com- 
mittee has  had  so  little  opportunity  to  make  investigation,  I  think  your  re- 
port as  a  whole  is  as  good  as  could  have  been  prepared. 

I  have  a  suggestion,  and  one  which  I  am  rather  insistent  upon.  I  am  not 
sure  that  your  condemnation  of  the  Section  D  or  postal  rates  is  right.  First. 
I  am  not  sure  that  the  carrying  of  the  small  packages  at  ounce  rates  is  actu- 
ally below*  cost,  and,  on  the  other  hand,  these  rates  are  a  very  great  con- 
venience to  the  large  mercantile  houses.  They  are  also  a  very  great  convenience 
to  the  ordinary  shipper  of  small  packages.  One  reason  why  they  are  not  more 
used  by  the  general  shipper  is  that  he  does  not  know  of  their  existence.  A 
great  many  people  shipping  books  and  other  packages  would  use  the  ounce 
rates  if  they  knew  about  them.  Traffic  of  that  description  will  not  bear  the 
higher  express  rates.  It  may  be  that  these  ounce  rates  will  become  useless 
if  the  Federal  Government  will  establish  a  parcels  post.  That,  ho'wever,  has 
not  yet  been  accomplished,  and  until  it  is  accomplished  I  think  the  Section 
D  or  ounce  rates  should  remain. 

I  recommend,  therefore,  that  your  criticism  of  the  Section  D  rates,  which 
commences  on  page  IS  with  the  words,  "Your  committee  believes  that  the 
so-called  postal  rates,  or  the  ounce  rates  in  Section  D  of  the  classification,  are 
admittedly  wrong  and  discriminatory,"  and  the  following  quotation  from  Mr. 
Stockton's  statement  should  be  eliminated. 

Even  if  your  criticism  is  correct  that  they  are  wrong  and  discriminatory,  I 

do  not  think  we  need  indulge  in  that  conclusion  at  this  time,  when  we  are  not 

prepared  to  make  any  other  specific  recommendations.    I  do  not  like  to  suggest 

to  the  express  companies  that  any  of  their  advantageous  rates  should  be  elirn- 

17li«Mi— 11 4 


48  NATIONAL  ASSOCIATION   OF   RAILWAY   COMMISSIONERS. 

iuated  or  raised  while  they  keep  in  effect  rates  which  I  think  are  altogether  too 
high.  The  general  remedy  should  be  applied  over  the  whole  system  of  rates 
before  any  particular  rates  are  disturbed  as  a  result  of  this  preliminary  report. 
Personally  I  sh<  >iM  like  to  have  very  much  more  disci;  :.-t  of 

their  being  wrong  and  discriminatory  and  so  low  that  they  can  not  be  justified. 

That  is  Mr.  Decker's  comment  upon  the  report. 
Then  I  have  a  letter  from  Judge  Clements,  who  was  also  a  member 
of  the  committee.    Leaving  out  the  address,  he  says: 

I  have  carefully  read  and  considered  the  proposed  report,  kindly  forwarded 
by  you  under  date  of  the  14th  instant,  respecting  the  matter  of  express  service 
and  express  rates,  and  I  am  sure  that  the  paper  proves  the  interest  taken 
in  the  matter  by  you  and  those  who  have  aided  you  in  the  investigation  which 
you  have  conducted,  and  will  be  most  helpful  to  the  convention  in  presenting 
questions  for  further  consideration  as  recommended  in  the  report.  While  I  do 
not  desire  to  express  dissent  from  what  is  said,  I  am  not  altogether  convinced 
yet  as  to  the  practicability  and  advisability  of  committing  ourselves  to  all  that 
is  Involved  in  what  is  designated  as  the  cost  theory  of  making  rates,  and  there- 
fore would  prefer  to  sign  this  report  in  such  manner  as  to  avoid  subscribing 
to  all  that  is  said  in  respect  to  this  theory,  in  order  that  I  may  more  fully 
consider  it,  and  especially  do  I  desire  to  take  this  course  because  of  the  pend- 
ency before  this  commission  of  a  proceeding  in  which  investigation  is  now  being 
made,  and  which  will  probably  of  necessity  involve-  the  consideration  of  some  of 
the  important  questions  considered  in  this  report,  both  as  to  matters  of  fact  and 
theories  of  rate  construction.  I  feel  sure  that  under  these  circumstances  you 
will  appreciate  my  situation,  and  I  therefore  suggest  that  if  the  paper  has  not 
been  completed  and  given  the  printer  and  it  is  not  too  late,  the  inclosed  state- 
ment be  appended  to  the  report  as  expressing  my  attitude  in  the  matter. 

The  inclosure  referred  to  is  as  follows : 

In  view  of  the  fact  that  there  is  now  before  the  Interstate  Commerce  Com- 
mission a  proceeding  in  which  it  is  making  investigations,  and  in  which  is  in- 
volved some  of  the  important  questions  both  of  law  and  fact  which  are  dis- 
cussed in  this  report,  I  deem  it  inappropriate  for  me  at  this  time  to  express  an 
opinion  or  conclusion  thereon.  I  therefore  join  only  in  the  recommendation  of 
the  committee  that  the  subject  of  the  report  be  recommitted  for  further  con- 
sideration. 

JUDSON  C.  CLEMENTS. 

In  connection  with  those  letters  I  want  to  say  that  the  date  got  so 
very  late  that  the  report  had  been  sent  to  the  printer  and  it  was  too 
late  to  modify  the  report  and,  more  than  that,  the  other  members 
of  the  committee  had  already  subscribed  to  the  report. 

Furthermore,  I  do  not  consider  that  there  is  anything  in  this 
report  which  even  binds  this  committee,  or  any  members  of  the  com- 
mittee, and  I  shall  not  be  surprised  if  the  other  members  of  the 
committee  express  now,  after  hearing  discussion  here  to-day,  views 
which  may  antagonize  some  of  the  positions  set  forth  in  it. 

I  think  a  proper  motion  would  be  to  move  its  adoption  at  this 
time  in  order  that  it  may  be  formally  before  the  convention,  and  I 
make  <\}c}\  a  motion. 
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Mr.  Di:<  KI:I;.  of  New  York.  Perhaps  I  ought  to  make  at  this  time 
some  few  remarks  with  reference  to  my  objection  to  that  portion  of 
the  report  which  concludes,  "That  the  so-called  postal  rates,  or  the 
ounce  rates  in  Section  D  of  the  classification,  are  admittedly  wrong 
and  discriminatory,"  and  which  further  goes  on  to  state  the  opinion 
of  the  committee,  which  is  now  here  before  us  for  adoption,  "  That, 
in  the  opinion  of  your  committee,  these  low  rates  can  not  be  justified 
and  should  either  be  eliminated  or  raised." 

Let  me  say  in  connection  with  Section  D  rates  that  the  only  refer- 
ence as  to  matters  of  fact  in  the  report  is  to  Mr.  Stockton's  testimony, 
who,  as  we  know,  is  an  attorney  of  one  of  the  express  companies, 
and  there  he  indicates  that  the  origin  of  these  rates  was  in  the  desire 
of  certain  shippers  to  send  out  samples.  The  other  fact  is  the  present 
situation  that  these  Section  D  or  postal  rates  are  very  largely  used 
by  mercantile  houses  and  manufacturing  enterprises  throughout  the 
United  States,  and  they  are  also  used  by  shippers. 

Now,  it  is  a  great  convenience  to  these  mercantile  houses,  and  if, 
with  the  tremendous  encouragement  which  an  indorsement  of  %that 
view  would  give,  the  exp'ress  companies  should  eliminate  or  mate- 
rially raise  these  rates,  which  are  among  the  more  favorable  rates 
which  the  express  companies  now  do  afford  to  shippers  voluntarily, 
there  will  be  a  good  deal  of  discontent  in  the  mercantile  world. 

This  association  has  not  gone  fully  into  the  matter  of  express  rates 
and  service  by  its  committee  because  of  lack  of  time.  I  suggest  to 
all  of  you  gentlemen  that  we  ought  not  to  come  to  a  conclusion  upon 
a  particular  branch  of  express  rates  until  we  have  reached  conclu- 
sions concerning  rates  which  are  very  much  higher. 

I  feel  it  would  be  a  step  backward  for  this  association  to  pick  out 
certain  low  rates,  in  the  view  that  they  may  be  wrong  and  discrimi- 
natory, and  recommend  that  those  rates  be  raised  rather  than  that  the 
higher  rates  be  reduced. 

I  think  we  should  cover  the  field,  and  that  the  continued  committee 
should  take  this  subject  under  consideration,  along  with  the  other 
great  subjects  which  will  be  before  that  committee  for  investigation 
and  discussion. 

% 

Certainly  I  do  not  feel  (and  I  think  I  indicated  in  my  letter  to  the 
chairman  of  the  committee  the  idea)  that  we  should  authorize  the 
changing  of  certain  rates  by  our  action  here  to-day,  which  is  going 
to  cause  the  shippers  greater  hardship  unless  we  have  something  of 
benefit  to  put  in  its  place. 

Just  a  word  upon  the  idea  of  discrimination.  I  do  not  think  we  are 
prepared  to  say  definitely  and  with  certainty  that  the  express  com- 
panies can  not  afford  to  carry  these  small  packages  at  the  so-called 
ounce  rates.  There  may  be  an  impression  that,  compared  with  the 
other  rates,-  they  are  too  low,  but  that  does  not  conclude  the  whole 
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question.  The  other  rates  may  be  very  much  too  high.  On  that  I 
express  no  personal  opinion  whatsoever. 

Now,  we  know  that  there  are  discriminations  in  railroad  rates 
which  have  been  embedded  in  transportation  conditions  by  long  cu^- 
tom.  I  need  only  mention  to  you  two  or  three  instances.  The  matter 
of  carload  mixtures  is  certainly  a  discrimination  against  the  shipper 
who  only  deals  in  one  kind  of  article  which  is  included  among  those 
which  may  be  sent  together  in  a  carload ;  and  no  one  ever  hears  of  any 
fault  being  found  with  that. 

The  milling-in-transit  privilege  is  theoretically  a  discrimination — 
a  very  serious  discrimination — and  one  which  from  time  to  time  ha- 
had  its  influence  on  the  local  rates  to  and  from  the  milling  points. 
When  I  speak  of  milling  in  transit,  I  may  also  speak  of  manufactur- 
ing in  transit ;  but  it  is  a  custom  which  trade  conditions  have  forced. 
they  arc  all  in  our  transportation  system,  and  I  think  \ve  would 
find  it  pretty  difficult  to  get  them  out. 

So,  a  general  conclusion  that  one  particular  set  of  rales  may  lie  too 
low,  find  therefore  are  too  low,  seems  to  me  to  be  somewhat  hasty,  and 
picking  that  out  as  something  to  act  upon  at  once,  while  the  rest 
remains  for  the  succeeding  committee,  to  my  mind  is  a  mistake: 
certainly  a  mistake  for  an  association  of  railroad  commissioners  to 
make  on  its  own  motion. 

I  therefore  would  move,  as  an  amendment  to  the  motion  pendinir. 
that  the  approval  of  the  report  shall  except  that  portion  which  refer- 
to  and  expresses  conclusions  on  Section  D.  or  ounce  rate^. 

Until  the  postal  service  of  the  United  States  takes  up  actually 
parcels  posts  and  gives  it  to  us  there  is  a  very  real  thought  in  the 
idea  that  we  should  hang  onto  whatever  gives  us  a  privilege  in  the 
express  service  with  respect  to  certain  small  packages.  And  let  me 
tell  you  one  thing:  That  while  the  parcels  post  may  carry  and  de- 
liver, I  have  not  yet  heard  that  the  parcels  post  collects.  I  think 
it  is  the  custom  of  the  express  companies  to  collect  the  small  parcels 
sent  under  Section  D  rates  as  well  as  deliver  them  where  collection 
and  delivery  service  is  afforded. 

Mr.  RICE,  of  South  Dakota.  I  would  like  to  know  what  subdi- 
vision of  the  report  that  is. 

Mr.  DECKER.  It  commences  on  page  33  and  ends  on  the  bottom  of 
page  34. 

Mr.  RICE.  I  call  your  attention  to  page  4 : 

9.  The  very  general  opinion  among  those  who  testified  seemed  to  be  that 
express  companies  were  not  justified  in  meeting  the  postal  rates  charged  by 
the  Government  for  packages  of  4  pounds  and  under,  claiming  that  the 
service  rendered  by  the  express  companies  was  more  costly  to  the  companies 
and  more  valuable  and  of  greater  value  to  the  public  than  the  cost  of  mail 
service,  and  that  the  low  rates  charged  undoubtedly  intluenced  the  comp ••> 
in  making  higher  rates  on  oilier  shipments,  resulting  in  discrimination. 
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I  think  a  few  moments'  examination  of  the  statutes  of  the  United 
Mates  would  shoAV  that  such  competition  is  absolutely  prohibited  by 
common  carriers,  and  that  express  companies  when  they  get  into  the 
business  of  competing  with  the  Postal  Department  are  violating  a  law 
of  the  United  States. 

Now,  perhaps  it  is  not  proper  for  this  association,  without  a  fur- 
ther investigation,  but  it  seems  to  me  that  we  should  call  the  attention 
of  the  Postmaster  General  and  the  Attorney  General  to  this  matter 
and  let  them  enforce  the  law.  If  the  law  is  good,  let  it  be  amended 
and  strengthened.  If  it  is  not  good,  let  it  be  repealed. 

I  think  the  difficulty  with  this  association,  and  the  reason  it  does 
not  accomplish  more  good,  is  that  it  never  seems  to  get  anywhere. 
We  meet  and  appoint  committees,  they  make  reports  arid  pass  resolu- 
tions, and  that  ends  it. 

Here  is  a  matter  of  great  importance  to  the  public.  If  this  asso- 
ciation can  at  this  meeting  thrash  out  this  one  report  and  come  to 
some  definite  conclusion,  it  will  have  accomplished  sufficient  good  to, 
warrant  its  existence. 

I  never  have  heard  anyone  give  any  reasonable  excuse  for  the  ex- 
istence of  an  express  company.  Now,  I  believe  these  express  compa- 
nies can  be  eliminated,  and  without  further  legislation.  I  believe  the 
statutes  of  the  State  of  South  Dakota  are  such  now  that  we  can 
require  the  railway  companies  to  carry  these  small  parcels — require 
them  to  carry  them  on  their  passenger  trains ;  that  we  can  require  the 
railroad  companies  to  discharge  any  of  their  duties  as  a  common 
carrier.  I  believe  the  power  exists  with  the  Interstate  Commerce 
Commission  to  require  the  railway  companies  to  discharge  this  duty 
themselves. 

Xow,  it  is  impracticable  for  one  State  to  pass  a  law  or  for  the  rail- 
way commission  to  make  an  order  eliminating  express  companies. 
But  if  the  Interstate  Commerce  Commission  would  make  such  an 
order  the  States  would  follow  it  up  at  once,  or,  in  fact,  it  would  not 
be  necessary  for  the  States  to  do  anything.  The  railway  companies 
themselves,  and  the  express  companies,  would  quit  business,  to  the 
great  benefit  of  the  public. 

I  would  like  to  see  this  report  made  a  special  order  for  some  time 
in  the  near  future,  perhaps  to-morrow  morning,  not  late  enough  so 
that  anyone  will  have  gone  home,  and  have  the  association,  while  this 
report  is  fresh  in  our  minds,  thrash  out  some  of  these  matters  and 
come  to  some  definite  conclusion  as  to  them  at  this  time  and  at  this 
meeting.  I  do  not  believe  that  those  references  there  to  express  com- 
panies competing  with  the  postal  authorities  should  be  eliminated 
and  dismissed  in  this  informal  manner.  Some  of  this  committee 
must  have  investigated  this. 
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The  PRESIDENT.  The  status  of  the  matter  is  a  motion  to  adopt  the 
report,  and  Mr.  Decker  moves  to  amend  so  as  to  eliminate  this  Class 
D  section.  The  question,  therefore,  is  upon  the  amendment. 

Mr.  GOTHLIN,  of  Ohio.  May  I  ask  a  question,  in  order  to  get  this 
matter  straight?  I  would  like  to  ask  Mr.  Decker  if  his  motion  did 
not  go  merely  to  the  last  paragraph  on  page  34  of  the  printed  report; 
you  did  not  intend  to  eliminate  anything  except  these  words : 

In  the  opinion  of  your  committee,  these  low  rates  can  not  be  justified,  aud 
should  either  be  eliminated  or  raised. 

Mr.  DECKER,  of  New  York.  It  also  takes  in  what  introduces  the 
subject,  on  page  33,  at  the  very  bottom,  where  it  says: 

Your  committee  believes  that  the  so-called  postal  rates  or  the  ounce  rates  in 
Section  D  of  the  classification  are  admittedly  wrong  and  discriminatory. 

Mr.  GOTHLIN,  of  Ohio.  From  what  page  are  you  reading? 

Mr.  DECKER,  of  New  York.  At  the  bottom  of  page  33,  running  over 
on  the  top  of  page  34. 

Mr.  GOTHLIN,  of  Ohio.  Where  would  you  begin  and  where  would 
you  limit  your  elimination  ?  I  would  like  to  get  that  straight. 

Mr.  DECKER,  of  New  York.  So  far  as  I  am  concerned,  it  would 
mean  eliminating  the  words  which  I  will  read,  commencing  at  the 
bottom  of  page  33: 

Your  committee  believe  that  the  so-called  postal  rates  or  the  ounce  rates  in 
Section  D  of  the  classification  are  admittedly  wrong  and  discriminatory. 

Then,  at  the  bottom  of  page  34 : 

In  the  opinion  of  your  committee  these  low  rates  can  not  be  justified  and 
should  either  be  eliminated  or  raised. 

The  report,  of  course,  would  go  in  our  proceedings  as  it  stands.  I 
simply  move  to  except  from  the  approval  or  the  adoption  of  the  con- 
vention the  reference  to  Section  D  and  the  opinions  therein  expressed. 

Mr.  GOTHLIN,  of  Ohio.  You  did  not  move,  then,  any  elimination 
at  all? 

Mr.  DECKER,  of  New  York.  Oh,  no.  This  ought  to  go  in  the 
printed  report;  but  I  think  we  should  express  our  disapproval  of 
that  portion  of  the  committee's  report. 

Mr.  STAPLES,  of  Minnesota.  I  do  not  rise  to  discuss  the  report  at 
this  time,  but  I  wish  to  call  the  attention  of  the  members  of  this 
association  to  the  fact — not  to  boast  of  it,  but  that  they  may  be  im- 
pressed with  the  fact — that  our  committee  expended  not  only  a  large 
amount  of  time,  but  a  great  many  hundred  dollars,  actual  cash  money, 
in  the  preparation  of  this  report.  Now.  we  are  not  complaining  of 
that  at  all. 

-  I  want  to  make  this  point,  that  it  is  not  my  wish  that  this  report 
shall  be  summarily  disposed  of.  We  wish  the  report  considered. 
We  wish  the  coming  committee  to  have  the  benefit  of  the  views  of 
the  members  of  this  association. 
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I  want  to  say,  so  that  it  may  be  in  the  minds  of  the  members  who 
wish  to  take  part  in  the  discussion  of  this  provision  with  reference  to 
Section  D,  that  it  is  entirely  immaterial  to  me  what  you  do  with  it, 
how  you  dispose  of  it ;  but  I  want  to  point  this  out :  Millions  of  pack- 
ages move  under  the  Section  D  rates,  move  on  the  15-cent  minimum. 
Now,  take  the  cases  where  55  per  cent  of  that  goes  to  railway  com- 
panies, and  they  get  8£  cents  out  of  the  15.  All  of  those  packages  are 
picked  up.  Practically  speaking,  they  are  all  picked  up  because  they 
are  produced  in  pick-up  territory.  That  costs  between  3  and  4  cents, 
and  the  express  company  pays  it.  A  very  large  proportion  of  them 
are  delivered,  which  costs  another  3  or  4  cents. 

The  entire  public,  which  shares  in  the  burden  of  contributing  to 
the  express  company  the  necessary  sum  they  are  entitled  to,  helps 
to  pay  that  burden  or  that  cost  and  gets  absolutely  no  benefit ;  and  it 
is  perfectly  clear  to  my  mind  that  in  a  very  large  majority  of  the 
cases  there  is  not  one  farthing  left  to  the  express  company. 

It  seems  to  me  that  we  should  consider  those  features  very  care- 
fully before  we  dispose  of  the  question,  and,  as  I  say,  whatever  dis- 
position you  make  at  this  time  is  wholly  immaterial  to  me;  but  I 
think  those  facts  ought  to  be  set  out  here  so  the  members  can  under- 
stand something  of  our  reason  for  presenting  such  a  suggestion  in 
the  report. 

Mr.  GLASGOW,  of  Michigan.  I  am  a  member  of  that  committee, 
along  toward  the  tail  end  thereof,  and  was  not  able  to  render  to  our 
chairman,  Mr.  Staples,  the  services  which  I  possibly  ought  to  have 
rendered  or  would  have  rendered  had  opportunity  permitted. 

I  think  our  chairman  will  remember  the  fact  that  when  I  author- 
ized the  signing  of  my  name  to  the  report  I  said  in  my  letter  there 
were  several  points,  or  a  few  points,  on  which  I  would  differ,  but  as 
the  report  had  not  been  submitted  to  me  until  after  it  had  been 
printed  it  would  have  been  showing  a  good  deal  of  discourtesy  to 
make  very  many  exceptions  at  that  time. 

I  think,  without  determining  whether  the  argument  of  the  chair- 
man as  to  the  actual  cost  of  doing  express  business  is  correct  or  not 
correct,  if  I  take  my  experience  in  dealing  with  express- companies  it 
will  fortify  me  in  assuming  that  they  are  amply  able  to  take  care  of 
themselves.  Whether  they  can  render  this  pick-up  sendee  for  3  or  4 
cents  or  not,  I  believe,  from  the  nature  of  express  companies,  which 
I  have  learned  in  the  last  three  or  four  years,  that  even  though  they 
go  into  competition  with 'the  United  States  in  handling  small  pack- 
ages they  are  not  going  to  do  so  if  there  is  no  revenue  in  it  whatever. 
However,  let  that  be  as  it  may.  I  think  the  very  conditions  that 
brought  into  existence  the  several  State  commissions  and  the  Inter- 
state Commerce  Commission  were  the  ideas  prevalent  throughout  this 
land  that  they  needed  watching  and  needed  regulation,  and  not  that 
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we  were  organized  and  selected  for  the  express  purpose  of  telling 
them  exactly  what  it  cost  to  do  their  business  and  if  we  found  it 
was  pretty  cheap  to  tell  them  so  and  ask  them  to  charge  more.  I 
think,  on  the  whole,  as  the  records  show,  they  have  been  able  to  get 
along. 

This  is  not  a  criticism  of  the  conclusions  drawn  by  the  chairman 
of  our  committee  or  the  subcommittee,  who  may  have  entirely  agreed 
with  it,  but  I  rise  to  speak  more  particularly  to  the  motion  of  Mr. 
Decker,  of  New  York,  that  this  association  can  not  consistently  put 
itself  on  record  as  proclaiming  to  the  world  at  large  that  we  believe 
there  is  any  point  at  which  the  express  companies  are  doing  business 
without  a  profit — that  is,  it  is  my  opinion  that  is  for  them  to  show. 

I  want  to  speak  especially,  and  more  particularly  in  clearing  the 
skirts  of  the  Michigan  Commission  in  subscribing  wholly  to  that 
report  from  the  fact  that  we  have  before  us  now  the  matter  of  the 
Western  Express  Co.,  in  which  they  claim  in  operating  in  our  State 
that  there  is  no  profit  in  operating  if  they  continue  to  adhere  to 
Sections  M,  K,  and  Z  of  their  tariff,  which  covers  other  States,  ad- 
joining States.  If  our  commission  for  one  should  go  on  record  as 
admitting  they  are  doing  a  certain  line  of  business  in  competition 
with  the  Government  that  has  no  profit  in  it  whatever,  it  would  be 
just  a  little  embarrassing  for  me  to  state  upon  this  other  question  an 
absolute  refusal  to  allow  them  to  eliminate  from  their  tariff  these 
sections  because  they  claim  there  is  no  profit  in  that  business.  It 
seems  to  me  if  we  can  lead  up  to  the  point  where  we  can  suggest  to 
them  a  reduction  of  what  we  consider  too  high  rates  we  can  very 
easily  leave  it  to  them  to  prove  to  us  that  certain  other  things  are 
too  low. 

Mr.  BEIIRY,  of  Illinois.  I  think  it  is  just  as  much  the  duty  of 
the  commission  in  any  State,  just  as  much  the  duty  of  the  Inter- 
state Commerce  Commission,  when  they  haA^e  reached  a  conclusion 
that  any  common  carrier  is  doing  any  part  of  its  business  for  any 
particular  class  of  individuals  at  less  than  cost,  to  say  so  and  to  make 
it  get  up  where  it  belongs,  and  not  to  do  a  certain  amount  of  busi- 
ness for  some  at  a  loss  and  charge  others,  who  do  not  happen  to  be  in 
that  particular  business,  more  than  it  ought  to  for  their  busin 

This  particular  business,  as  the  testimony  which  was  takei>  be- 
fore this  committee  will  show,  was  originally  concocted  and  gotten 
up  and  put  through  by  such  establishments  as  Montgomery  \Vard 
and  that  class  of  concerns,  who  were  sending  out  broadcast  all  over 
the  United  States  all  kinds  of  advertisements  of  every  conceivable 
character,  and  this  rate  was  given  those  large  houses,  as  the  testimony 
shows.  Am  I  not  right,  Mr.  Staples?  This  concession,  which  was 
less  than  cost,  shown  by  all  figures  before  this  committee  and  the 
subcommittee,  much  less  than  the  cost  to  the  express  company,  was 
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given  to  the  strong  fellow — not  the  weak  one,  but  to  the  fellow  who 
could  afford  to  pay.  When  we  investigated  the  express  companies 
and  the  railroads,  we  took  the  entire  figures  to  determine  what  they 
should  charge. 

I  think  the  testimony  confessedly  shows  that  this  class  of  business 
\\iis  too  low  so  far  as  the  express  companies  were  concerned.  If 
the  Government  of  the  United  States  wants  to  carry  it,  that  is  its 
business.  We  are  not  condemning  Uncle  Sam  for  carrying  it  for 
what  he  pleases.  It  is  evident  from  the  evidence  taken  in  this  case 
that  Uncle  Sam  wanted  to  get  rid  of  it.  It  was  rilling  his  mail 
pouches  entirely  too  full  at  a  very  low  price,  and  the  express  com- 
panies came  to  the  rescue  for  some  reason — I  do  not  know  why;  I 
suppose  on  the  theory  that  they  could  carry  this  business  and  do  it 
and  at  the  same  time  get  a  large  amount  of  other  business  from  these 
same  people  that  did  pay,  and  adding  that  to  what  they  carried  for 
me  and  everybody  else  would  break  even,  and  that  is  what  they  are- 
doing.  That  is  what  I  do  not  think  they  ought  to  be  permitted  to  do. 
They  ought  to  be  permitted  to  charge  Montgomery- Ward  and  every 
other  man  that  sends  out  this  particular  thing  mentioned  in  Schedule 
D  what  it  is  worth  and  then  reduce  my  rate  on  the  stuff  I  am  sending 
out  and  only  charge  me  what  it  is  worth.  That  is  the  condition,  as 
Mr.  Staples  has  stated. 

Before  we  strike  this  out  let  me  say  that  I  think  it  is  a  fact — and 
for  the  purposes  of  this  argument  we  will  assume  that  it  is  a  fact — 
that  when  a  commission  finds  a  common  carrier  in  any  branch  of  the 
business  is  doing  a  certain  class  of  it  for  too  small  a  price  and  charg- 
ing too  much  for  others,  which  we  find  just  as  readily  in  the  express 
business,  then  in  order  to  get  everybody  on  a  fair  basis  and  give 
everybody  a  fair  deal  they  ought  to  be  made  to  go  up,  and  I  think  it 
is  just  as  much  to  the  credit  of  an  insurance  company  or  railroad  com- 
mission or  a  public-service  commission  or  any  other  kind  of  a  com- 
mission where  the  people  are  doing  business  on  too  low  a  rate  to  put 
them  up.  A  number  of  commissions  of  the  United  States  have  done 
that.  The  Interstate  Commerce  Commission  has  said,  along  certain 
lines,  that  certain  things  were  too  low.  I  think  before  we  strike  it 
out  we  should  consider  these  suggestions  very  carefully.  I  think  my 
friend  from  New  York  will  find  that  the  merchants  of  a  certain  class 
are  sending  out  legitimate  goods  that  can  not  use  this  rate  at  all. 
Unless  I  am  very  much  mistaken  in  the  evidence,  they  could  not  use 
it  to  send  out  a  piece  of  calico  or  a  piece  of  silk  at  all.  They  have  to 
use  it  in  sending  out  certain  classes  of  printed  matter.  It  is  largely 
;i<lvertising  matter  and  not,  in  my  judgment,  regular  merchandise  at 
all.  It  is  entirely  a  higher  rate. 

Mr.  WATSON,  of  Oklahoma.  I  would  like  to  ask  a  question  for  in- 
formation. How  long  has  this  question  of  express  rates  and  express 
service  been  before  this  association? 
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The  PRESIDENT.  One  year. 

Mr.  WATSON,  of  Oklahoma.  Has  there  ever  been  a  committee  ap- 
pointed on  it  prior  to  this  one  ? 

The  PRESIDENT.  Not  that  I  am  aware  of. 

Mr.  WATSON,  of  Oklahoma.  I  am  a  member  of  that  committee,  and 
before  I  left  home  I  told  some  of  my  friends  that  I  was  going  to 
Washington  to  attend  the  meeting  of  the  National  Association  of 
Railway  Commissioners,  and  that  I  was  a  member  of  this  committee. 
They  urged  me  to  try  to  do  something  to  reduce  the  express  rates  in 
the  United  States.  To  agree  to  continue  this  committee  for  another 
year  I  do  not  think  would  be  rendering  my  constituents  at  home 
justice.  I  think  we  ought  to  do  something  at  this  time. 

I  heartily  concur  with  some  of  the  speakers  before  me  that  we 
ought  not  to  permit  a  rate  to  be  in  existence  where  it  is  below  all 
cost  of  carriage,  and  then  when  the  companies  say  they  are  losing 
money  in  carrying  that  particular  commodity  at  that  particular 
rate  to  raise  the  rate  on  something  else  to  cover  the  loss  on  that.  I 
think  each  commodity  should  bear  its  own  proportion  of  the  cost 
of  the  business  and  not  permit  one  commodity  to  carry  a  rate  at  a 
loss  in  order  to  move  that  commodity  and  add  the  rate  onto  another 
commodity.  I  think  that  would  be  unjust. 

But  if  we  are  going  to  take  action  on  that  question  at  this  time, 
we  have  another  committee — the  committee  on  legislation — that 
might  possibly  want  to  make  some  recommendation  that  might 
settle  this  question  anyway!,  and  I  would  prefer,  before  we  take 
any  further  action  on  the  question  now  before  us,  to  wait  until  the 
committee  on  legislation  makes  its  report.  The  committee  on  legis- 
lation likely  will  want  to  make  a  report  to  compel  the  railroad 
companies  to  handle  express  business  or  to  take  that  business  over, 
and  if  they  do,  then  our  discussion  on  this  subject  is  all  lost.  I 
would  like,  for  my  part,  to  have  this  question  continued  until  the 
committee  on  legislation  makes  its  report,  and  let  us  see  what  the 
members  of  that  committee  are  going  to  do  with  the  express  business. 

Mr.  DANIELS,  of  New  Jersey.  I  hope  the  association  will  feel  in- 
clined to  adopt  Mr.  Decker's  amendment  for  two  or  three  reasons. 
My  first  reason  is,  I  think  the  express  companies,  where  they  make 
this  postal  rate,  do  not  make  it  to  the  casual  shipper  unless  he  hap- 
pens to  know  there  is  such  a  rate  in  existence.  The  casual  shipper 
will  go  to  an  express  office  with  a  package  and  he  will  be  asked  the 
25-cent  rate;  but,  then,  if  he  asks  if  there  is  not  a  postal  rate  in 
existence,  it  will  then  be  brought  out  from  underneath  the  counter. 
There  certainly  is  a  very  good  margin  of  profit  where  they  do  not 
happen  to  quote  the  postal  rate  to  the  ignorant  patron  of  the  express 
company. 


PROCEEDINGS   OF   THE   CONVENTION.  57 

I  think,  in  the  second  place,  where  the  express  companies  have  not 
either  collected  or  delivered  there  is  a  3-cent  margin  of  profit  which 
may  very  likely  cover  the  express  company's  expense  over  and  above 
what  they  pay  to  the  railroad  company. 

In  the  third  place,  it  seems  to  me  particularly  anomalous  that  in 
a  convention  of  railroad  commissioners  we  should  single  out  the 
express  companies  and  in  all  their  business  single  out  their  confess- 
edly low  postal  rates  as  being  the  first  point  to  require  our  atten- 
tion, and  that  in  the  direction  of  raising  those  rates.  If  those  rates 
are  not  remunerative  these  express  companies  are  not  going  per- 
manently to  maintain  them,  and  there  are  tribunals  before  which 
they  can  go  and,  if  they  can  show  it  is  a  losing  and  nonremunerative 
proposition,  they  can  have  those  rates  set  aside. 

It  seems  to  me  the  amendment  should  be  adopted. 

Mr.  RICE,  of  South  Dakota.  It  is  the  old  question  of  the  Stand- 
ard Oil  Co.  Where  there  was  competition  they  did  business  at 
a  loss  and  put  it  on  at  other  points.  The  only  competition  exist- 
ing as  to  express  companies  is  the  competition  of  the  United  State? 
Government  on  these  postal  rates.  I  believe  there  are  statutes 
that  prohibit  the  express  companies  from  competing  with  the  Gov- 
ernment of  the  United  States.  I  would  like  to  see  the  attention  of 
the  authorities  called  to  this  matter  and  find  out  whether  that  is 
not  so. 

I  did  not  exactly  understand  the  amendment  at  the  time  I  rose  to 
speak  before.  Perhaps  that  is  my  fault ;  but  this  is  what  you  want 
to  strike  out,  as  I  understand  it: 

Your  committee  believes  that  the  so-called  postal  rates,  or  the  ounce  rates, 
in  section  D  of  the  classification  are  admittedly  wrong  and  discriminatory. 
We  believe  the  express  companies  feel  this  to  be  the  case. 

Suppose  we  strike  that  out,  don't  you  suppose  this  committee  will 
believe  just  the  same  afterwards  as  they  do  now?  It  seems  to  me 
that  by  adopting  this  report  we  only  adopt  the  recommendation  over 
here  that  this  committee  should  be  continued.  Are  we  going  to  say 
to  this  committee  that  they  do  not  believe  that,  and  that  it  is  not 
their  opinion?  There  is  a  recommendation  which  this  committee 
has  arrived  at,  and  they  want  the  committee  continued  to  investi- 
gate this  matter  further  and  find  out  whether  it  is  so  or  not,  and  to 
then  make  a  further  report. 

Mr.  ROBINSON,  of  South  Dakota.  Just  one  word  in  relation  to  the 
class  of  goods  shipped  under  this  classification  and  the  original 
purpose  of  the  class.  As  I  understand  it,  it  was  solely  for  the 
purpose  of  shipping  advertising  matter  and  sample  goods.  The 
express  companies  anticipated  no  profit  from  this  transaction, 
but  they  anticipated  a  profit  from  the' trade  that  it  would  produce. 
When  those  companies  came  under  the  supervision  of  the  Interstate 
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Commerce  Commission  the  restriction  was  removed;  hence  the  ne 
sity  of  a  change  in  the  tariff. 

Mr.  FINK,  of  Kentucky.  It  serins  to  me  there  is  a  little  too  much 
seriousness  attached  to  the  recommendation  that  these  rate-  are 
too  low,  when,  as  a  matter  of  fact,  with  the  same  earnestne-. 
the  report  condemns  rates  that  are  too  high.  It  is  only  the  rela- 
tionship which  this  character  of  rales  bears  to  other  rates  that. 
according  to  my  understanding,  was  condemned  by  the  committee 
that  signed  this  report.  It  is  true  that  this  report  does  state 
that  this  character  of  rates  charged  by  the  express  companies  is  too 
low.  How  is  it  too  low?  Not  only  estimating  it  from  the  possi- 
bility of  the  cost  of  service,  but  especially  comparatively,  this  rate 
is  too  low. 

I  take  it  that  no  member  of  this  committee  who  signs  this  report 
would  be  charged  with  being  willing  for  the  express  companies  to 
raise  this  rate  and  not  lower  the  rates  that  are  too  high.  As  a  mat- 
ter of  fact,  in  the  discussion  of  a  question  like  this  before  this  con- 
vention, nothing  in  the  Avorld  can  be  done  which  wrill  cause  the 
express  companies  either  to  raise  or  to  lower  any  given  rate.  Before 
that  can  be  done  some  legislation  must  be  enacted,  either  State  or 
Federal. 

That  this  character  of  merchandise  is  carried  lower  than  any  other 
character  of  merchandise  is  admitted  by  all.  I  do  not  think  there 
can  be  any  dispute  about  that.  If  it  is  carried  relatively  lower  than 
any  other  character  of  merchandise,  then  it  does  not  hear  the  proper 
relationship  to  the  other  merchandise  which  is  transported  by  the 
express  companies.  The  purpose  and  effect  of  this  report  is  not  that 
this  shall  be  raised  any  more  than  that  which  is  too  high  shall  be 
lowered,  but  according  to  my  view  as  one  of  the  committee  that 
signed  the  report,  the  purpose  of  it  is  to  make  the  different  charac- 
ters of  articles  which  are  transported  bear  a  proper  relation  to  each 
other  so  far  as  the  cost  of  transportation  is  concerned. 

Mi-.  STI SMAN.  of  North  Dakota.  I  think  there  are  several  reason- 
why  this  amendment  should  prevail.  Personally.  1  am  opposed  to 
any  raising  of  a  rate  for  the  purpose  of  removing  a  discrimination, 
and  especially  under  circumstances  such  as  these,  where  the  dis- 
crimination may  be  removed  by  the  voluntary  act  of  the  carrier. 

7t  will  be  recalled  that  in  the  Minnesota  rate  case,  which  is  now 
pending  in  the  Supreme  Court,  Judge  Sanborn  in  his  decision  states 
as  a  fact  that  the  reason  the  rates  in  Minnesota  are  a  burden  tip'on 
interstate  commerce  is  by  reason  of  competitive  rates  in  other  States 
Avhich  the  carriers  desire  to  raise  or  to  keep  at  a  certain  level,  and 
therefore,  in  order  that  there  may  be  no  discrimination,  the  carrier 
must  voluntarily  reduce  the  rates  in  other  States,  and  by  this  process 
<>!'  rea-oning-he  figures  it  out  that  there  is  a  burden  upon  interstate 
commerce. 
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This  is  a  similar  situation.  There  is  now  pending  in  the  same 
court  an  appeal  from  the  decision  of  Mr.  Finn's  commission  in  Ken- 
tucky, where  the  question  involved  is  a  discrimination  as  between 
rates  in  Kentucky  and  points  in  Ohio  and  Indiana.  The  conten- 
tion is  made  there  that  the  discrimination  is  one  that  can  be  ob- 
viated by  the  companies  themselves.  That  is  true  here.  This  discrim- 
ination, if  it  is  one — and  I  do  not  concede  that  to  be  one — is  one  that 
can  be  obviated  by  the  express  companies  themselves.  It  is  entirely 
voluntary  on  the  pail  of  the  express  companies  to  put  in  a  rate  on 
which  they  operate  at  a  loss. 

I  do  not  agree  with  some  of  the  members  who  have  stated  that  this 
is  not  open  to  all.  My  information,  direct  from  some  of  the  officials 
of  the  express  companies,  is  that  this  is  a  rate  which  they  put  in 
effect  for  the  benefit  of  all  people,  and  while  it  may  have  been  put  in 
effect  originally  for  the  benefit  of  certain  interests,  it  is  now  a  rate 
that  can  be  used  by  everybody  as  to  that  class  of  merchandise. 

It  may  be  discriminatory  as  to  certain  classes  of  merchandise,  but 
it  is  not  discriminatory  as  to  localities  nor  as  to  the  people  who  have 
the  privilege  of  using  it. 

It  is  within  the  power  of  the  express  companies  themselves  to 
cease  to  do  this  business  if  they  do  not  want  to  do  it.  They  have 
gone  into  competition  with  the  postal  service  and  postal  rates  of  the 
United  States  Government  for  the  purpose  of  getting  some  business 
that  the  postal  service  can  handle.  It  will  be  a  very  poor  policy  if 
this  body  of  commissioners  shall  set  itself  up  on  the  very  first  propo- 
sition and  say  that  a  rate  now  being  charged  by  an  express  company 
to  meet  competition  is  too  low  and  must  be  raised. 

There  is  no  way  by  which  we  can  determine  how  much  too  low  it  is 
or  how  much  too  high  the  other  rates  are.  There  is  no  way  here  that 
we  can  determine  whether  this  rate  is  discriminatory  or  how  much,  if 
at  all.  Until  we  can  determine  just  how  much  other  rates  ought  to  be 
lowered,  and  until  Ave  can  determine  just  how  much  this  rate  ought  to 
be  raised,  it  seems  to  me  to  be  improper  to  go  into  that  domain  and 
attempt  to  go  on  record  as  expressing  a  desire  that  this  rate  should 
be  raised. 

As  I  understand  it,  Mr.  Decker's  amendment  is  that  we  simply  dis- 
approve of  the  sentiment  expre.sstnl  in  this  report.  We  do  not  make 
an  attempt  to  expunge  this  sentiment  from  the  report,  nor  to  change 
the  opinion  that  Mr.  Staples  and  the  other  members  of  his  committee 
have  on  this  subject.  We  simply  express  our  disapproval  of  those 
sentiments,  and  it  seems  to  me  that  is  the  proper  thing  to  do,  and  this 
is  the  proper  time  and  place  to  do  it. 

Mr.  MACLEOD,  of  Massachusetts.  It  seems  to  me  that  the  amend- 
ment offered  by  Mr.  Decker,  of  New  York,  should  prevail,  because 
that  would  make  the  report  of  this  committee  and  the  action  of  this 
convention  consistent  with  the  express  scope  of  this  report. 
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The  chairman  of  the  committee,  in  presenting  the  report,  stated 
that  the  committee  was  not  making  any  definite  recommendation,  as 
the  matter  had  not  tjeen  fully  or  finally  discussed,  and  I  suggested 
that  the  whole  subject  be  recommitted  to  the  same  committee  or  a 
new  committee  having  similar  powers  for  next  year.  If  that  is  the 
scope  of  this  report,  it  is  not  much  more  than  a  report  of  progress  and 
it  seeems  to  me  the  committee  should  not  depart  in  this  single  instance 
from  that  attitude.  As  I  have  glanced  hurriedly  over  the  report,  it 
seems  to  me  that  this  is  the  only  case  where  the  committee  makes  a 
definite  and  specific  recommendation.  The  other  part  of  the  report, 
as  I  have  read  it  over — hurriedly,  I  admit — seems  to  be  in  the  nature 
of  a  general  discussion,  and  where  a  suggestion  is  made  it  has  been 
made  only  in  a  tentative  form. 

If  this  committee  has  any  suggestions  to  make  in  a  concrete  way 
upon  which  this  convention  is  in  a  position  to  act  at  this  time,  it 
should  submit  those  in  the  form  of  a  definite  resolution. 

Taking  the  report  as  it  stands,  it  seems  to  me  its  recommendations 
are  directed  to  one  point  only — that  the  express  rates  on  this  par- 
ticular class  of  commodities  should  be  raised. 

If  the  rates  ate  unscientific,  as  they  are  at  the  present  time,  you 
do  not  make  them  any  more  scientific  by  tackling  them  at  one  point 
only  and  without  some  guaranty  that  these  rates,  if  increased,  would 
in  some  way  operate  to  bring  about  a  lowering  of  other  rates  which 
are  excessively  high  at  the  present  time.  It  does  not  seem  to  me  you 
are  going  to  improve  the  situation  in  this  way. 

My  suggestion  would  be  that  this  report  should  be  accepted  in  the 
nature  of  a  report  of  progress,  and  if  this  committee  has  any  definite 
suggestions  to  make,  in  the  form  of  resolutions  or  otherwise  which 
may  tend  to  improve  the  entire  service,  that  they  be  given  an  oppor- 
tunity to  present  them ;  but  to  adopt  the  report  in  the  form  in  which 
it  now  stands,  making  a  single  recommendation  in  regard  to  one  de- 
tail of  its  service,  it  seems  to  me,  would  be  altogether  wide  of  the 
mark. 

Mr.  GOTHLIN,  of  Ohio.  I  am  afraid  from  the  remarks  that  have 
been  made  here  that  many  of  the  gentlemen  who  have  spoken  have 
misunderstood  the  scope  of  the  motion  and  the  status  of  this  report. 

As  I  understand,  Mr.  Decker's  motion  is  not  in  the  nature  of  an 
amendment  to  the  report  at  all,  but  merely  an  amendment  to  the 
motion. 

The  PRESIDENT.  It  is  an  amendment  to  strike  out  certain  language. 

Mr.  DECKER,  of  New  York.  Not  necessarily  to  strike  out,  but  to 
except  from  our  approval  those  conclusions  which  refer  to  Section  D. 
The  motion  was  to  adopt  the  report,  and  I  move  to  amend  that  by 
excepting  from  our  approval  that  section  of  the  report  which  refers 
to  Section  D,  or  ounce  rates. 
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Mr.  GOTHLIN,  of  Ohio.  You  will  note  my  surmise  was  correct. 
Even  you  did  not  quite  understand  the  scope  of  the  motion.  The 
motion  does  not  go  to  the  report  at  all.  It  is  merely  an  amendment 
to  the  motion  to  adopt;  that  is,  that  we  adopt  with  a  limitation. 

We  go  to  the  question  of  the  status  of  this  report.  There  is  no 
recommendation  in  the  report  except  a  recommendation  on  the  last 
page.  The  words  of  the  committee  on  page  33  do  not  constitute  a 
recommendation  in  the  ordinary  sense  of  a  recommendation  in  a 
report.  It  is  merely,  as  the  gentleman  who  just  sat  down  has  said,  a 
report  of  progress.  The  committee  states  that  they  have  done  cer- 
tain work.  They  have  not  had  time  to  complete  it,  according  to 
their  ideas,  and  have  not  gone  into  it  as  deeply  as  they  would  like  to 
go  or  to  enable  them  to  report  with  a  recommendation,  and  they 
merely  ask  that  this  committee  or  another  committee  be  continued 
to  carry  on  the  investigation.  That  is  all  there  is  to  it. 

Mr.  DECKER,  of  New  York.  Will  the  gentleman  from  Ohio  permit 
me  to  interrupt  a  moment? 

Mr.  GOTHLIN,  of  Ohio.  Certainly. 

Mr.  DECKER,  of  New  York.  If  it  is  the  idea  that  the  report  is  sim- 
ply a  report  of  progress  and  the  motion  be  put  in  that  form,  I  will 
withdraw  my  amendment.  If  the  committee  desires  to  move  that 
the  report  be  received  and  the  conclusions  at  the  end  of  the  report 
adopted,  my  motion  falls ;  but  the  motion  is  to  adopt  the  report  as  a 
whole,  and  therefore  my  amendment. 

Mr.  GOTHLIN,  of  Ohio.  Just  referring  to  the  last  statement  made 
by  Mr.  Decker,  the  motion  is  to  adopt  the  report — to  adopt  the  re- 
port and  to  adopt  the  recommendations  in  that  report.  The  only 
recommendation  in  this  report  is  upon  page  37  thereof.  What  ap- 
pears upon  pages  33  and  34  is  merely  the  expression  of  opinion  by 
the  committee  with  reference  to  one  particular  feature  of  the  express 
business.  It  is  merely  to  approve  the  recital  of  progress.  I  can  not 
see  why  there  should  be  any  objection  simply  to  the  words  "  adoption 
of  the  report "  when  that  simply  carries  with  it  the  recommendation 
that  the  committee  be  continued.  That  is  all  the  recommendation 
there  is  in  it — and  that,  as  I  understand  it,  is  the  feeling  of  the 
members  of  the  committee  who  signed  this  report. 

Mr.  HUDSON,  of  Florida.  I  may  be  in  error  as  to  what  is  now  be- 
fore the  convention,  but,  as  I  understand  it,  the  motion  is  to  adopt 
the  report,  and  when  this  body  adopts  the  report  of  a  committee  it 
adopts  the  language  of  the  committee.  A  part  of  the  language  of 
this  committee's  report  is  as  follows: 

Your  committee  believes  that  the  so-called  postal  rates,  or  the  ounce  rates, 
in  Section  D  of  the  classification  are  admittedly  wrong  and  discriminatory. 

When  this  body  adopts  that  report,  that  becomes  the  language  of 
this  body. 
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The  committee  says  further : 

In  the  opinion  'of  yonr  committee  these  low  rales  can  not  be  justified,  and 
should  either  be  eliminated  or  raised. 

Again,  when  we  adopt  the  report  of  the  committee  we  adopt  that 
language  of  the  committee,  and  that  language  becomes  the  language 
of  this  body. 

Whether  or  not  this  is  technically  true,  that  is  the  construction 
which  would  be  put  upon  it  by  those  who  read  this  report  and  read 
of  the  action  of  this  body.  Although  I  recognize  the  force  of  what 
the  gentleman  has  said,  from  a  technical  standpoint,  we  must  at  the 
same  time  consider  the  construction  that  is  going  to  be  put  upon 
it  by  those  who  read  it  generally,  and  the  construction  that  will  cer- 
tainly be  put  upon  it  by  the  general  reader  is  that  this  body,  by 
adopting  that  report,  has  adopted  that  language  and  made  it  the 
language  of  this  body. 

I  fully  agree  with  those  gentlemen  who  have  said  that  they  l>e- 
lieve  in  raising  rates  where  they  are  too  low.  Where  merchandise  is 
carried  at  a  loss  there  should  be  a  proper  raising  of  the  rates  to 
avoid  discrimination.  But  the  question  'here  is  whether  or  not  there 
is  going  to  be  any  good  accomplished  by  raising  these  rates  at  this 
particular  time.  We  might  dismiss  the  matter  simply  by  acknowl- 
edging the  fact  that  whatever  we  resolve  here  may  amount  to  noth- 
ing, but  we  must  assume,  however  vainly,  that  what  we  recommend 
here  is  going  to  be  accomplished,  and  with  that  fond  assumption  in 
our  minds  we  ought  to  proceed. 

Is  any  good  going  to  be  accomplished  by  raising  these  rates  at  this 
time,  if  we  assume  that  our  action  is  going  to  result  in  raising  them '. 
Who  is  going  to  get  the  benefit  of  this  raise  if  it  is  accomplished? 

As  the  gentleman  from  Massachusetts  has  said,  the  only  distinct 
recommendation  of  this  committee  is  that  these  rates  ought  to  be 
raised.  As  to  the  other  matters  and  as  to  what  rates  should  be 
lowered  and  how  much  they  should  be  lowered,  the  committee  have 
distinctly  declined  to  render  an  opinion  at  this  time.  They  want 
further  data  and  further  information,  and  in  that  I  think  they  are 
right.  They  should  proceed  with  great  caution. 

But  the  one  and  distinct  recommendation  is  that  this  rate  should 
be  raised.  Who  is  going  to  get  the  benefit  of  that  raise?  Have  they 
recommended  that  any  other  rate  should  be  lowered  to  offset  or  com- 
pensate for  that?  Is  there  any  other  rate  pointed  out  specifically 
which  ought  to  be  cut  down  to  make  up  for  this  raise?  It  niay  be- 
there:  I  do  not  say  it  is  not  there;  but  I  do  not  recall  it  if  it  is  there. 

Assuming  that  the  recommendations  of  this  committee  and  this 
body  will  be  adopted  and  that  that  rate  will  be  raised,  the  only  result 
of  the  report  of  this  committee  w  \l\  be  to  raise  the  one  rate,  and  im 
rate  Avill  be  lowered;  and  it  does  not  take  a  mathematician  to  figure 
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out  that  the  express  company  is  the  only  one  that  gets  the  benefit  of 
that  raise.  There  is  no  weak  competitor  to  get  the  benefit  of  it.  It 
has  been  suggested  this  is  similar  to  the  case  of  the  Standard  Oil; 
that  wherever  there  is  competition  they  operate  at  a  loss;  but  here 
there  is  no  weak  competitor  to  be  benefited  by  this  rate  if  it  is 
raised.  The  only  competitor  is  the  United  States  Government,  and 
the  United  States  Government  will  reap  no  benefit,  except  that  it 
will  have  that  much  more  business  to  do.  Nobody  is  to  be  benefited. 
Certainly  the  shippers  will  not  be  benefited  by  having  this  rate 
raised.  Certainly  no  weak  competitor  will  be  benefited.  Nobody  is 
to  be  benefited  but  the  express  companies.  Then,  why  should  we  take 
this  action  at  this  time? 

I  agree  that  in  all  probability  it  will  be  found  in  the  long  run  that 
these  rates  are  too  low  and  that  they  must  be  raised ;  but  why  should 
we  begin  by  raising  rates? 

There  has  been  a  demand  for  control  of  the  express  companies 
by  the  Interstate  Commerce  Commission  and  by  the  State  railroad 
commissions,  and  some  of  our  States  have  had  th#t  jurisdiction  for 
a  long  time,  and  others  for  a  less  time,  and  there  is  still  a  demand 
that  they  should  exercise  that  jurisdiction  to  secure  a  proper  adjust- 
ment of  the  rates.  But  I  have  yet  to  hear  from  any  source  of  the 
first  demand  that  adjustment  should  begin  by  raising  the  low  rates 
and  lowering  others  when  we  will  know  how  to  cut  down  the  high 
rates.  On  the  contrary,  when  we  go  into  the  investigation  of  the 
express  companies  along  the  lines  the  committee  has  suggested  and 
find  what  rates  need  to  be  raised,  we  can  at  the  same  time  find  those 
that  need  to  be  lowered.  If  we  find  that  the  company  has  discrimi- 
nated by  charging  too  little  to  one  shipper  and  taking  it  out  of  the 
pocket  of  another,  that  can  all  be  equalized. 

But  why  should  we  depart  from  the  recommendations  of  this  com- 
mittee in  general,  as  has  been  suggested  by  the  gentleman  from  Mas- 
sachusetts, which  are  that  we  have  not  yet  the  information  to  enable 
us  to  reach  a  judgment  and  say  as  to  this  one  particular  point  there 
should  be  a  raise? 

I  hesitated  for  a  long  time  to  take  the  floor  on  this  subject,  because 
I  am  a  newcomer  among  you.  I  am  looking  at  the  matter  more  from 
the  standpoint  of  an  outsider.  I  have  long  watched  the  proceedings 
of  this  body  as  an  outsider,  and  to-day  for  the  first  time  I  have  been 
with  you.  But  perhaps  it  might  not  be  amiss  for  the  organization 
to  understand  how  an  outsider  looks  at  it. 

If  I  were  at  home  this  week  reading  the  reports  of  the  proceed- 
ings of  this  body,  as  an  outsider,  the  very  first  question  that  would 
come  into  my  mind  would  be,  when  I  saw  the  only  recommendation 
of  this  committee  was  to  raise  rates,  to  inquire — and  I  might  very 
well  inquire,  too — "Have  the  railroad  commissions  of  the  United 
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States  nothing  better  to  do  than  to  recommend  the  one  single  thing 
of  raising  the  rates  of  the  express  companies?  "  I  was  about  to  say 
the  Southern  Express  Co.,  because  that  is  the  thing  we  in  our  part  of 
the  world  see  at  night  when  we  lie  awake. 

It  may  be  a  question  of  policy  as  to  whether  we  ought  to  let  what 
the  world  thinks  have  any  weight  with  us ;  but  I  think  we  may  well 
consider  that  when  we  bear  in  mind  that  absolutely  no  benefit  is  to 
be  conferred  upon  anybody  but  the  express  companies  by  the  raising 
of  these  rates. 

I  think  the  amendment  of  the  gentleman  from  New  York  ought 
to  be  adopted ;  that  this  report  ought  not  to  be  approved  as  it  stands, 
but  ought  to  be  approved  with  that  amendment.  I  have  not  the 
slightest  word  of  criticism  for  the  action  of  the  committee,  because 
their  report  shows  the  most  painstaking  and  laborious  effort  to 
arrive  at  the  facts  and  to  render  a  serviceable  and  effective  report. 
I  am  ready  to  join  in  a  vote  of  thanks  to  this  committee  for  their 
efficient  work.  But  that  one  feature  of  the  report,  I  think,  ought  to 
be  eliminated,  because,  however  we  may  argue  the  thing  here  among 
ourselves,  when  that  report  is  adopted  it  is  going  out  to  the  world 
as  the  action  of  the  railroad  commissioners  of  the  United  States  in 
favor  of  raising,  express  rates,  and  that  would  be  the  only  construc- 
tion they  would  put  upon  it. 

Mr.  WINGFIELD,  of  Virginia.  I  move  to  substitute  for  all  matters 
pending  at  this  time  that  the  convention  receive  the  report  of  the 
committee,  with  the  thanks  and  appreciation  of  the  association,  and 
accede  to  their  request  that  a  similar  committee  be  appointed  for  the 
further  consideration  of  the  subject. 

Mr.  BERKY,  of  Illinois.  As  the  motion  was  made  the  gentle- 
man put  it  in  these  words.  "  that  the  report  of  the  committee  be 
accepted  and  their  conclusions  concurred  in,"  which  is  simply  .for 
the  continuation  of  a  similar  committee.  I  desire  to  suggest  that 
the  language  of  the  motion  be  amended  by  saying  that  the  report  be 
accepted  and  the  conclusions  on  page  37  of  the  report  of  the  com- 
mittee be  concurred  in.  That  is  simply  a  conclusion  or  recommenda- 
tion for  continuation  of  the  committee. 

Mr.  WINGFIELD,  of  Virginia.  I  accept  the  word  "  accepted  "  instead 
of  "  acceded,"  in  order  to  harmonize  the  matter. 

President  BURR.  There  is  an  amendment  to  Mr.  Staples's  motion 
that  is  before  the  house  that  has  not  been  disposed  of. 

Mr.  WINGFIELD,  of  Virginia.  I  offered  mine  as  a  substitute  for 
everything  pending. 

President  BURR.  Does  your  motion  cover  the  idea  Mr.  Berry  has, 
just  presented? 

Mr.  WINGFIELD,  of  Virginia.  Yes,  sir;  that  we  receive  the  report, 
with  the  thanks  and  appreciation  for  the  work  and  investigation 
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this  committee  has  done,  and  accept  their  recommendation  to  con- 
tinue this  committee  or  a  similar  committee.  That  is  offered  as  a 
substitute  for  everything  else  pending. 

Mr.  DECKER,  of  New  York.  When  Mr.  Wingfield  speaks  about 
"  accepting  "  their  recommendations,  does  he  mean  that  the  report 
of  the  committee  shall  be  received,  with  the  thanks  and  appreciation 
of  the  convention  for  the  work  of  the  committee,  and  that  the  con- 
clusions expressed  at  the  end  of  the  report — 

Mr.  WINGFIELD,  of  Virginia  (interposing).  Yes;  and  that  this  com- 
mittee be  continued  or  a  similar  one  be  continued.  That  is  all. 

President  BURR.  Mr.  Wingfield,  under  your  motion,  is  it  contem- 
plated that  we  shall  receive  and  print  the  report  in  the  proceedings? 

Mr.  WINGFIELD,  of  Virginia.  Yes;  I  think  it  ought  to  be  printed  for 
the  information  of  the  convention  and  of  this  new  committee. 

President  BURR.  There  is  a  substitute  offered  for  the  pending 
motion.  Is  there  any  further  discussion? 

Mr.  MACLEOD,  of  Massachusetts.  This  matter  is  all  a  question  of 
procedure,  and  there  seems  to  be  no  difference  of  opinion. 

It  seems  to  me  if  the  motion  were  put  in  the  form  which  was  sug- 
gested by  the  gentleman  from  Illinois,  Mr.  Berry,  that  this  conven- 
tion receive  the  report  of  the  committee  and  express  their  thanks 
for  the  same  and  adopt  the  conclusions  appended  to  the  report  that 
will  clear  the  matter  up.  If  you  say  "  adopt  its  conclusions,"  the 
word  "  conclusions  "  may  be  understood  in  a  general  sense  as  being 
its  general  recommendations  throughout  the  report;  but  if  it  is  ex- 
pressed as  the  "  conclusions  appended  to  the  report,"  that  will  clear  it 
up,  and  we  should  also  have  the  report  printed  with  the  proceedings. 

Mr.  WINGFIELD,  of  Virginia.  I  accept  that  suggestion. 

Mr.  BERRY,  of  Illinois.  As  a  member  of  the  committee,,  and  as 
a  matter  of  parliamentary  record  being  made,  I  ask,  on  behalf 
of  the  committee,  that  the  association  strike  out  the  matter  of 
thanks.  It  does  not  look  well  on  the  record  from  a  parliamentary 
standpoint.  I  have  no  doubt  you  are  all  tickled  to  death  to  thank 
us,  but  it  does  not  make  a  good  record,  because  if  you  are  going  to 
thank  us,  then  you  will  have  to  thank  everybody,  and  that  is  not 
good. 

Mr.  WINGFIELD,  of  Virginia.  I  insist  on  the  matter  of  appreciation 
and  thanks.  The  subcommittee  did  this  work. 

Mr.  BERRY,  of  Illinois.  And  I  am  a  member  of  the  subcommittee, 
too. 

Mr.  STUSMAN,  of  North  Dakota.  Of  course  if  Mr.  Decker  is 
satisfied,  I  suppose  there  is  no  reason  why  the  rest  of  us  should 
not  be;  but  personally  I  see  no  reason  why  we  should  flag  around 
this  issue.  This  report  has  been  put  up  to  us  to  discuss,  and 
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we  are  here  to  discuss  it.  If  there  is  anything  here  we  are  afraid  to 
decide  about  it  and  would  like  to  put  off  until  to-morrow,  that  is  all 
right;  but  it  seems  to  me  this  is  a  very  good  time  to  discuss  this 
question  and  decide  it,  as  to  whether  or  not  we  approve  of  these 
statements  in  this  report.  I  do  not  care  to  carry  this  thing  any 
further  than  Mr.  Decker  does,  however. 

Mr.  DECKER,  of  New  York.  The  motion  to  adopt  has  not  been  with- 
drawn. A  substitute  has  been  offered,  and  if  ihe  substitute  carries,  of 
course  my  motion  falls  and  the  original  motion  as  well  falls  with  it. 

Mr.  STUSMAN,  of  North  Dakota.  I  did  not  know  but  what  you 
were  agreeing  to  the  substitute. 

Mr.  WINGFIELD,  of  Virginia.  I  understood  Mr.  Decker  to  agree  to 
the  substitute.  I  am  simply  saying  this,  that  at  this  stage  of  the  pro- 
ceedings it  seems  to  me  illogical  to  adopt  any  proposition  that  will 
act  in  the  nature  of  instructions  to  this  new  or  continued  committee. 
It  seems  to  me  the  proper  thing  to  do  is  to  give  that  new  committee 
the  benefit  of  all  this  investigation  and  the  opinions  expressed  by  this 
old  committee,  and  let  them  go  to  work  to  bring  out  their  report  for 
our  consideration,  with  all  the  light  possible,  without  any  instruc- 
tions pro  or  con  from  this  association  by  any  motion  adopted  at  this 
meeting.  That  was  the  reason  I  thought  we  ought  not  to  have  a  vote 
upon  Mr*  Decker's  amendment.  If  we  vote  it  down,  we  approve 
the  committee.  If  we  vote  in  favor  of  it,  that  is  in  the  nature  of  an 
approval  of  the  position  of  Mr.  Decker. 

Mr.  KILPATRICK,  of  Illinois.  I  feel  a  good  deal  like  my  friend  from 
North  Dakota.  I  do  not  see  any  good  reason  for  going  around  this 
proposition. 

The  sentiments  that  are  expressed  on  pages  33  and  34  of  the  re- 
port of  this  committee  are  from  a  very  thorough  investigation,  both 
from  the  shippers  and  the  express  companies  themselves,  that  these 
rates  spoken  of  are  too  low.  In  answer  to  my  friend  from  Florida 
(Mr.  Hudson) ,  this  committee  has  found  this  is  the  case,  and  if  you 
find  that  is  so,  you  could  not  raise  the  rates,  and  the  express  company 
would  not  raise  them,  because  they  are  in  direct  competition  with  the 
United  States  of  America.  The  only  reason  that  these  rates  are  so 
low  is  that  they  are  in  direct  competition  with  the  postal  service  of 
the  Government  of  the  United  States,  and  they  never  will  be  raised  as 
long  as  that  condition  remains.  That  condition  is  here  now,  and  we 
ought  to  say  so.  We  have  found  it  to  be  so.  My  opinion  is  that  the 
subcommittee  has  stated,  and  stated  properly,  what  they  found  after 
a  very  close  and  serious  investigation,  and  we  never  will  have  a  higher 
rate  as  long  as  the  Government  of  the  United  States  stands  with  the 
postal  rates  as  they  are  to-day.  For  that  reason  we  ought  to  approve 
the  report  of  this  committee. 
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The  PRESIDENT.  If  Mr.  Wingfield's  motion  is  adopted,  it  carries 
AY  i  th  it  the  killing  of  Mr.  Decker's  amendment  and  carries  with  it 
the  adoption  of  this  report  according  to  the  wording  of  Mr.  Wing- 
field's  substitute. 

Mr.  STAPLES,  of  Minnesota.  That  is  my  reason  for  rising  at  this 
time.  I  know  nothing  has  been  said  of  a  personal  character — nothing 
has  been  said  pertaining  to  the  report  of  this  committee  which  offends 
my  pride,  and  I  believe  I  speak  for  every  member  of  the  committee. 
We  came  here  in  that  attitude.  We  have  succeeded  only  to  an  extent 
in  doing  what  I  hoped  we  might  do ;  that  is,  to  draw  the  fire  of  this 
convention,  in  order  to  assist  the  next  committee  in  its  investigation, 
that  it  may  investigate  along  the  lines  this  association  thinks  it 
should. 

I  am  sorry  we  did  not  make  more  specific  and  more  drastic  recom- 
mendations than  we  have.  I  am  very  sorry  we  did  not  do  that. 
You  have  confined  your  discussion  entirely  up  to  this  time  to  one 
topic  contained  in  that  report,  and  that  is  an  immaterial  point.  The 
vital  questions  have  not  been  touched  upon  in  any  way  whatever  by 
any  member  of  this  association. 

I  shall  regret  that  any  motion  be  adopted  at  this  time  which  pre- 
cludes a  further  discussion  of  other  points  contained  in  this  report. 
I  do  not  care  what  you  do  with  any  particular  feature  of  the  report. 
That  is  not  the  idea  at  all.  No  one  has  heard  me  defending  any- 
thing contained  in  the  report.  I  do  not  care  what  you  do  with  it, 
if  you  will  only  let  us  know  what  you  think  about  it,  not  only  upon 
one  point,  but  upon  every  point. 

The  PRESIDENT.  The  question  is  upon  the  substitute  of  the  gentle- 
man from  Virginia.  You  have  heard  the  substitute  as  stated  by 
him.  As  many  as  are  in  favor — 

Mr.  WINGFIELD,  of  Virginia  (interrupting).  The  chairman  of  the 
committee  expresses  a  wish  to  have  some  discussion.  I  therefore  limit 
my  motion  simply  to  the  matter  of  receiving  their  report,  and  then 
any  motion  on  any  other  point  can  be  brought  up  later. 

The  PRESIDENT.  That  disposes  of  the  report. 

Mr.  WixciFiELD,  of  Virginia.  If  we  receive  it? 

The  PRESIDENT.  Yes. 

Mr.  DECKER,  of  New  York.  The  motion  of  the  gentleman  from 
Virginia,  Mr.  Wingfield,  is  a  substitute  for  both  the  original  motion 
and  the  amendment,  and  discussion  of  the  substitute  opens  the  door 
wide  to  discuss  any  feature  of  the  report.  If  the  chairman  will  so 
rule,  we  are  not  then  confined  to  pages  33  and  34  of  the  report.  I 
suggest  it  be  considered  that  the  substitute  of  the  gentleman  from 
Virginia  covers  both  the  motion  to  adopt  and  the  amendment  which 
I  have  made,  and  therefore  that  the  entire  report  is  now  open  for 
discussion. 
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The  PRESIDENT.  The  chairman  of  the  committee  has  stated  he 
would  like  to  have  the  matter  discussed ;  therefore  I  hesitated  to  put 
the  motion. 

Mr.  NILES,  of  New  Hampshire.  There  is  one  subject,  if  we  have 
passed  other  subjects,  on  which  I  should  very  much  like  to  hear 
from  the  committee  more  in  detail,  and  that  is  the  subject  of  the 
elimination  of  express  companies.  If  anyone  asked  me  what  I  think 
of  express  companies,  I  should  say  there  ought  to  be  none;  but  if 
they  ask  me  "  What  are  you  going  to  substitute  ?  "  I  should  pay  I 
could  not  tell  them.  The  members  of  the  committee  have  evidently 
considered  that  proposition  very  carefully,  and  I  should  be  glad  to 
have  them  tell  us  what  they  are  going  to  do  when  they  eliminate 
express  companies. 

Mr.  RICE,  of  South  Dakota.  Several  gentlemen  said  this  report 
expresses  an  opinion  only  |  on  one  thing.  The  committee  says  this 
language  we  have  been  discussing  is  its  opinion  and  belief.  Here  is 
an  express  recommendation : 

The  express  and  railway  companies  are  to-day  engaged  in  performing  a  tr;ms- 
portation  service  that  one  company  could  perform  just  as  effectively,  if  not  more 
so.  This  system  has  its  advantages,  but  these  are  secured  at  an  enormously 
high  cost.  This  duplication  of  organization  results  in  duplication  of  capital, 
wages,  salary,  and  many  other  expenses.  It  is  also  a  question  whether  the 
express  service  as  performed  at  present  may  not  have  an  adverse  effect  upon  the 
fast-freight  service  of  the  carrier  greatly  to  the  disadvantage  of  many  lines  of 
industry. 

It  seems  to  me  this  association  recognizes  this  matter  of  elimination 
of  express  companies  as  a  matter  that  ought  to  be  taken  up  and  an 
opinion  expressed  on  it  this  year.  If  our  opinion  is  entitled  to  any 
weight,  let  the  Congress  have  the  benefit  of  it,  let  the  Interstate  Com- 
merce Commission  have  the  benefit  of  it,  and  let  the  legislatures  of 
the  various  States  have  the  benefit  of  it.  Let  us  not  simply  receive 
this  report  and  appoint  another  committee  to  come  back  here  a  }*ear 
from  now  and  report  something  of  this  kind  again.  If  we  adopt  the 
substitute,  we  have  expressed  no  opinion  as  to  that  matter.  My  sug- 
gestion is  that  this  association  at  this  time  adopt  a  resolution  in  favor 
of  the  elimination  of  express  companies,  and  that  the  work  now  per- 
formed by  express  companies  be  performed  by  railway  companies 
themselves. 

The  PRESIDENT.  You  will  have  to  put  that  in  the  form  of  a  motion. 

Mr.  RICE,  of  South  Dakota.  Would  a  motion  be  proper? 

The  PRESIDENT.  Yes;  as  a  substitute. 

Mr.  SULLIVAN,  of  Ohio.  May  I  make  a  substitute?  What  I  want 
to  do  is  to  continue  this  until  to-morrow  morning,  and  let  us  read 
it  over  to-night  and  sleep  on  it.  There  are  lots  of  good  things  in 
this  report.  Do  not  jump  onto  one  little  item  in  here  alone  by  itself. 


PKOCEEDINGS   OF   THE   CONVENTION.  69 

Give  a  fellow  a  chance ;  let  him  take  this  report  home  and  sleep  with 
it,  and  then  come  in  again  in  the  morning  and  we  will  all  know 
something  about  what  is  in  it.  That  is  the  only  way  you  will  get 
rid  of  this  kind  of  stuff.  Let  us  all  read  it  over  to-night  and  be 
ready  in  the  morning  to  tackle  it  again. 

Mr.  STUSMAN,  of  North  Dakota.  That  is  the  way  we  will  spend 
our  five  days. 

Mr.  SULLIVAN,  of  Ohio.  We  have  spent  a  lot  of  days  this  after- 
noon, and  what  has  it  amounted  to?  You  can  see  it  going  out  at  the 
window  here.  I  say  this  is  an  important  thing,  and  if  you  will  all 
take  it  home  and  read  it  to-night  and  just  defer  action  on  if  until 
to-morrow  morning  we  may  be  able  to  accomplish  some  good  result. 
Let  us  get  around  a  little  earlier  in  the  morning,  too.  I  am  willing 
to  come  around  as  early  as  anybody.  I  will  be  here  at  9  o'clock  if 
you  will. 

I  would  like  to  make  a  motion,  Mr.  President,  to  defer  this  until 
to-morrow  morning,  to  start  at  9  o'clock  on  this  particular  question 
and  keep  at  it  until  we  get  done,  whether  it  is  5  days  or  10  days. 

Mr.  DECKER,  of  New  York.  I  suggest  it  would  be  better  to  make  it 
10  o'clock.  There  are  many  of  us  who  have  engagements  in  connec- 
tion with  our  committee  work.  I  suggest  we  make  it  10  o'clock. 

Mr.  SULLIVAN,  of  Ohio.  Ten  o'clock  suits  me.  I  want  to  get  this 
thing  done;  that  is  all.  What  have  we  been  doing  this  afternoon? 
If  we  take  this  report  home  and  go  through  it  carefully  to-night,  a 
lot  of  us  will  be  able  to  get  the  thing  into  our  knots.  What  is  in  this 
thing?  Let  us  read  it  to-night  and  we  will  be  better  fixed  in  the 
morning,  without  wasting  a  lot  of  time.  I  move  we  adjourn  until 
10  o'clock  to-morrow  morning  and  that  we  take  up  this  report  as  a 
special  order  at  that  time. 

The  PRESIDENT.  As  members  of  the  committee  on  time  and  place 
for  holding  the  next  convention,  I  will  appoint  Mr.  Gothlin,  of  Ohio ; 
Mr.  Decker,  of  New  York;  Mr.. Campbell,  of  Oregon;  Mr.  Hill,  of 
Georgia ;  and  Mr.  Prentis,  of  Virginia. 

As  members  of  the  committee  on  complimentary  resolutions,  I  will 
appoint  Mr.  Mills,  of  Minnesota;  Mr.  Glasgow,  of  Michigan;  and 
Mr.  Wingfield,  of  Virginia. 

As  members  of  the  committee  on  memorials,  I  will  appoint  Mr. 
Finn,  of  Kentucky;  Mr.  Robinson,  of  South  Dakota;  and  Mr.  Kil- 
patrickj  of  Illinois. 

The  motion  before  the  house  is  to  adjourn  until  10  o'clock  to- 
morrow morning,  at  which  time  we  will  take  up  this  report  which 
has  been  under  consideration  this  afternoon  and  discuss  it  generallyv 

The  motion  was  carried,  and  at  5.05  o'clock  p.  m.  the  convention 
adjourned  until  to-morrow,  Wednesday,  October  11,  1911,  at  10 
o'clock  a.  m. 
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WASHINGTON,  D.  C.,  Wednesday,  October  11,  1911. 

Met  at  10  o'clock  a.  m.,  pursuant  to  adjournment  of  yesterday. 
President  R.  Hudson  Burr  presiding. 

Mr.  PRENTIS,  of  Virginia.  The  report  of  the  committee  on  amend- 
ments to  the  act  to  regulate  commerce  and  the  report  of  the  commit- 
tee on  delays  attendant  upon  enforcing  orders  of  railway  commis- 
sioners have  been  in  print  ever  since  the  body  assembled,  and  I  move 
that  they  be  made  a  special  order,  to  be  taken  up  immediately  after 
the  conclusion  of  the  present  special  order  relating  to  the  report  of 
the  committee  on  express  rates  and  express  service. 

The  motion  was  carried. 

FURTHER    CONSIDERATION    OF   REPORT   OF    COMMITTEE    OX    EXPRESS    RATES 

AND  EXPRESS   SERVICE. 

Mr.  RICE,  of  South  Dakota.  The  committee  on  legislation  had 
a  meeting  last  evening.  The  chairman  of  that  committee  has  pre- 
pared a  very  able  report.  A  minority  of  the  committee  wish  to 
submit  three  propositions,  and  would  like  to  have  them  consid- 
ered in  connection  with  this  express  report.  I  have  dictated  those 
recommendations,  and  they  will  be  here  in  a  few  moments,  but  I 
can  state  them  in  half  a  minute. 

First  is  for  the  elimination  of  express  companies. 

Second  is  for  the  regulation  of  the  issuance  of  stocks  and  bonds. 

Third  is  prohibiting  one  common  carrier  from  owning  stock  in  any 
other  common  carrier. 

I  ask  unanimous  consent  that  these  matters  be  considered  in  con- 
nection with  the  express  matter.  Our  report  is  very  short  and  should 
be  considered  in  connection  with  this  express  question. 

The  PRESIDENT.  Is  there  any  objection  to  the  gentleman's  request? 
The  Chair  hears  none.  It  is  so  ordered. 

The  report  of  the  committee  on  express  rates  and  express  service  is 
the  special  order  and  is  before  the  association  for  further  discussion. 

Mr.  STAPLES,  of  Minnesota.  I  have  conferred  with  the  different 
members  of  the  committee,  and  particularly  with  the  members  of  the 
subcommittee,  on  the  subject  of  this  report,  and  particularly  with 
reference  'to  that  portion  of  the  report  which  was  the  cause  of  so 
much  controversy  yesterday. 
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In  order  that  we  may  have  the  opportunity  to  consider  other  phases 
of  the  report  which  I  believe  to  be  far  more  important  than  the  one 
we  spent  two  hours  upon  yesterday,  I  am  going  to  move  that  that 
portion  of  the  report  beginning  with  the  word  "  Your,"  the  last 
word  in  the  second  line  from  bottom  of  page  33  of  the  printed 
report,  and  the  last  line  on  the  bottom  of  page  33  and  all  of  page 
34  be  eliminated  from  the  report. 

That  is  tantamount  to  a  modification  of  the  report  to  that  extent  bv 
the  committee,  but  it  is  not  possible  to  get  £he  entire  committee 
together,  and  it  is  deemed  that  that  would  be  the  best  course  to  pursue 
at  this  time.  Therefore  I  make  that  motion,  and  in  making  that 
motion  I  desire  to  state  that  I  only  make  it  with  this  distinct  under- 
standing, that  all  pending  motions  be  withdrawn.  Otherwise.  I 
would  be  out  of  order. 

Mr.  WINGFIELD,  of  Virginia.  I  offered  the  substitute;  and  inasmuch 
as  I  wish  the  association  to  have  absolute  control  of  this  matter.  I 
withdraw  my  substitute. 

The  PRESIDENT.  The  motion  now  pending  is  to  eliminate  that  part 
of  the  report  beginning  with  the  word  "your"  in  the  second  line 
from  the  bottom  of  page  33 ;  also  the  last  line  on  the  bottom  of  page 
33,  and  including  the  entire  matter  on  page  34. 

The  motion  was  carried. 

Mr.  STAPLES,  of  Minnesota.  In  order  that  this  report  may  be  dis- 
posed of  in  a  practical  way,  I  move  that  the  report  be  considered 
under  the  head  of  the  different  topics  or  subdivisions,  beginning  with 
No.  1, -found  on  page  4  of  the  report,  which  is  as  follows: 

Upon  what  basis  sliould  an  express  company  be  allowed  to  earn  a  revenue? 

The  motion  is  not  for  the  purpose  of  offering  a  resolution  upon 
each  of  these  topics  and  disposing  of  them  in  that  way,  but  that  the 
topic  may  be  treated  understandingly  and  without  its  relation  to  the 
following  topics.  The  final  disposition  of  the  report  would  still  be 
an  open  question. 

The  motion  was  carried. 

UPON   WHAT  BASIS   SHOULD   AN   EXPRESS   COMPANY   BE   ALLOWED   TO   EARN 

A   REVENUE? 

Mr.  STAPLES,  of  Minnesota.  I  am  not  going  to  advance  any  other 
argument  to  sustain  the  views  of  the  committee  than  those  arguments 
presented  in  the  report  upon  the  subject  indicated  under  topic  No.  1 
of  the  report.  It  has  been  made  clear  in  the  report  that  the  attitude 
of  the  express  companies  upon  this  question  is  clearly  set  forth  in  the 
testimony  given  before  the  committee  by  Mr.  Stockton  and  Mr.  Ker- 
foot.  There  was  more  testimony  than  that  given,  but  the  committee 
felt  that  that  indicated  clearly  the  attitude  of  the  express  companies. 
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Mr.  Stockton  was  asked  this  question,  and  his  answer  indicates  very 
clearly,  I  think,  the  idea  of  the  express  companies: 

Suppose  you  landed  at  a  station  some  night  and  it  was  raining,  and  there 
w:is  but  one  conveyance  there  and  you  wanted  to  go  to  the  hotel,  and  the 
regular  rate  was  25  cents;  that  the  roads  were  in  bad  condition  and  it  was 
storming;  that  the  hack  driver,  who  was  the  only  one  there,  should  make  up 
his  mind  to  charge  you  $3.  Would  you  consider  that  a  reasonable  rate? 

Mr.  Stockton  said  that  under  the  circumstances  he  would  regard 
that  as  a  reasonable  rate,-  if  he  could  not  get  there  in  any  other  way ; 
and  that  seemed  to  be  his  idea,  as  nearly  as  we  could  learn,  of  the 
method  of  making  express  rates.  Perhaps  that  is  a  radical  state- 
ment, but  the  idea  of  the  express  companies  was  this — that  a  rate 
should  be  made  on  the  basis  of  what  the  service  to  the  party  is  worth, 
eliminating  entirely  the  question  of  what  it  cost  the  express  company 
to  perform  the  service. 

I  think  I  express  the  views  of  the  committee  when  I  say  that  to  a 
very  large  extent  the  committee  feels  that  the  basis  of  express  rates — 
and  everybody  understands  that  it  is  the  rates  or  charges  from  which 
they  derive  their  earnings,  and  it  is  the  earnings  that  we  are  really 
considering  finally — should  be  to  a  very  large  extent  upon  what  is 
necessary  to  allow  the  company  to  earn  money  enough  to  pay  a 
reasonable  earning  upon  the  investment. 

I  think  I  need  not  go  any  further.  If  any  members  of  the  com- 
mittee differ  with  me,  I  shall  certainly  regard  it  as  their  privilege 
to  make  a  statement  here.  But  my  idea,  Mr.  President,  is  that  the 
committee  which  is  to  undertake  this  work  in  the  future  could  be 
somewhat  benefited  by  an  expression  from  the  members  who  have 
given  this  matter  some  consideration. 

I  think  the  most  important  feature  of  this  report  is  found  in  that 
first  topic.  There  is  no  commission  going  to  undertake  to  regulate 
express  rates  within  a  State  or  to  promulgate  a  schedule  of  rates 
governing  the  charges  within  a  State  without  it  is  going  to  meet  that 
question  face  to  face,  and  if  you  are  going  to  regulate  these  charges 
and  companies  intelligently,  you  have  to  know  upon  what  basis  you 
are  going  to  establish  the  rates.  That  is  the  question  before  us.  What 
shall  the  basis  be  ? 

The  PRESIDENT.  The  first  subhead  of  this  report  is  now'  before 
you  for  discussion,  being  found  in  the  last  paragraph  of  page  4  of 
the  printed  report  of  the  committee. 

Mr.  STUTSMAN,  of  North  Dakota.  As  I  understand  the  situation, 
before  we  get  through  we  are  going  to  argue  the  question  of  whether 
or  not  we  shall  do  away  with  express  companies  altogether.  Is  it  the 
sense  of  this  convention  that  we  will  take  up  and  discuss  this  ques- 
tion as  to  the  basis  on  which  we  shall  permit  the  express  companies 
to  make  their  charges,  and  then  determine  that  question,  and  then 
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•afterwards  possibly  decide  that  we  shall  do  invar  with  express  com- 
panies altogether? 

Mr.  STAPLES,  of  Minnesota.  We  are  now  considering  this  report 
by  topics,  and  we  will  reach  the  topic  on  the  elimination  of  express 
companies  when  we  gvt  to  subhead  No.  -I.  found  on  page  ^7. 

The  first  subhead  I  have  indicated  is  found  on  page  4  of  the  report 
of  the  committee.  The  chairman  has  stated  the  situation  correctly, 
excepting  in  this  regard :  Somebody  may  offer  a  motion  or  resolu- 
tion for  adoption;  but  let  us  take  topic  No.  1,  "Upon  what  basis 
should  an  express  company  be  allowed  to  earn  its  revenue  ? "  This 
report  has  not  undertaken  to  decide  that.  It  has.  as  clearly  as  the 
committee  could  do  it  with  the  evidence  before  it,  outlined  the  differ- 
ent plans,  and  also  outlined  the  attitude  of  the  express  companies 
and  perhaps  to  a  degree  has  given  indications  of  their  views  upon 
the  question,  but  it  will  be  found  that  the  committee  feels  it  needs 
more  light  on  the  question  and  needs  further  time  and  needs  further 
testimony,  and  what  we  are  asking  here  now  is  the  views  of  the 
members  of  this  association  who  are  willing  to  express  them. 

Mr.  GOTHLIX,  of  Ohio.  Perhaps  T  can  throw7  a  little  light  on 
this  matter.  The  association  a  year  i>go  appointed  a  committee 
with  instructions  to  make  investigation  with  reference  to  express 
rates  and  express  service.  There  were  reasons  why  this  committee 
did  not  get  to  work  and  have  ample  time  to  enable  them  to  secure 
the  amount  of  information  that  would  enable  them  to  make  an 
adequate  report.  We  come  to  you  merely  with  a  statement  which 
endeavors  to  recite  our  views  in  so  far  as  an  investigation  which  has 
been  made  enables  us  to  recite  them.  There  are  no  conclusions  in- 
tended to  be  shown  in  this  report  at  all.  It  is  merely  an  instance  of 
an  employer  telling  an  employee  to  make  an  investigation,  and  the 
employee  comes  back  after  the  first  day  and  says :  "  So  far  as  I  have 
gone  it  looks  to  me  thus  and  so,  but  I  am  not  ready  yet  to  say  any- 
thing final.  In  order  that  you  may  know  how  far  I  have  gone,  I 
want  to  tell  you  what  I  have  clone,  and  you  can  give  me  further  in- 
structions if  you  see  fit." 

The  committee  has  endeavored  to  recite  what  they  have  done  and 
what  they  think  the  situation  is  so  far  as  they  have  gone,  and  they 
ask  the  association  to  express  themselves  upon  these  tentative  sug- 
gestions here  made,  and  then  the  subsequent  committee  can  take  this 
report,  and  with  this  report  and  the  record  showing  the  expressions 
of  views  of  the  members  present,  can  go  ahead  with  the  work.  For 
that  reason  this  committee  and  the  following  committee  would  like 
to  have  expressions  from  the  members  of  the  association  who  are 
acquainted  with  these  subjects,  as  they  may  differ  in  their  views,  and 
may  throw  light  upon  the  matter,  so  the  next  committee  can  go  ahead 
with  the  work  more  intelligently. 
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Mr.  RICE,  of  South  Dakota.  I  move  as  a  substitute  for  the  motion 
to  pass  tliis  topic  the  following: 

That  the  basis  of  calculation  as  to  the  reasonableness  of  rates  to  be  charged 
by  express  companies  must  be  the  fair  value  of  the  property  being  used  by  them 
for  the  convenience  of  the  public. 

I  want  to  say  this  is  a  judicial  question  and  not  a  legislative  ques- 
tion. It  is  a  constitutional  question  which  must  be  passed  upon  by 
the  courts.  I  read  from  the  decision  of  the  Supreme  Court  of  the 
United  States  in  the  case  of  Smyth  against  Ames : 

\Ve  hold,  however,  that  the  basis  of  all  calculations  as  to  the  reasonableness, 
of  rates  to  be  charged  by  corporations  maintaining  a  highway  under  legislative 
sanction  must  be  the  fair  value  of  the  property  being  used  by  it  for  the  con- 
venience of  the  public. 

Express  companies  are  common  carriers.  If  they  are  not  common 
carriers,  then  the  legislative  department  of  the  Government  has  no 
right  to  have  anything  to  say  about  what  it  shall  charge. 

I  move  the  adoption  of  that  substitute. 

Mr.  DANIELS,  of  Illinois.  I  would  like  to  ask  the  gentleman  from 
South  Dakota  if  that  is  not  a  railroad  case,  and  not  an  express  case? 

Mr.  RICE,  of  South  Dakota.  It  is. 

I  now  make  the  same  motion  as  an  original  motion.  That  it  be  the 
sense  of  this  association  that  the  basis  of  calculation  as  to  the  reason- 
ableness of  rates  to  be  charged  by  express  companies  must  be  the  fair 
value  of  the  property  being  used  by  them  for  the  convenience  of  the 
public. 

Mr.  DANIELS,  of  New  Jersey.  I  think  this  motion  is  one  to  which 
we  will  most  of  us  assent ;  but  my  feeling  is  that  it  sheds  very 
little  I'.irht  upon  the  subject.  The  whole  thing  comes  down  to  wlv.it 
is  the  fair  value  of  the  property  used,  and  simply  to  assent  to 
this  general  proposition  is  very  much  like  resolving  that  5  times  6 
make  30.  How  are  you  going  to  determine  what  is  the  fair  value  of 
the  property  ?  Let  me  put  one  supposition :  Suppose  there  is  a  State, 
for  example,  that  in  its  taxing  system  requires  an  express  company  to 
pay  a  tax  by  virtue  of  what  is  called  a  franchise  that  the  State  has 
conferred  upon  the  company  in  question.  The  company  will  take  the 
position  that  if,  for  the  purposes  of  taxation,  the  franchise  is  prop- 
erty, then  the  franchise  should  be  regarded  as  property  for  the  pur- 
poses of  rate  making.  I  mean  by  that  that  I  am  not  upholding  that 
contention  as  necessarily  valid,  but  it  is  prima  facie  plausible. 

Furthermore,  the  motion  is  vague.  Are  you  going,  for  example, 
to  say  that  an  express  company  has  a  property  right  in  these  pre- 
liminary developmental  expenses  which  many  a  utility  company  is 
required  to  undergo  in  order  to  get  under  way?  These  expenses 
have  not  been  charged  to  capital  account.  There  is  no  tangible  prop- 
erty representing  those  developmental  expenses  in  the  early  stages 
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of  the  business,  and  if  you  confine  property  to  what  is  tangible  and 
visible,  you  will  leave  out  those  items. 

My  feeling  is  that  there  is  no  particular  purpose  to  be  served  in 
passing  a  motion  that  an  express  company  or  any  other  company 
ought  to  make  rates  upon  the  basis  of  the  fair  value  of  the  property 
used  and  useful  in  a  public  service.  Let  us  come  down  to  what  we 
mean  by  property,  and  let  us  come  down  to  a  determination  of  what 
a  fair  return  is,  and  not  commit  ourselves  to  these  meaningless  and 
glittering  generalities. 

Mr.  THORKE.  of  Iowa.  I  am  in  sympathy  with  some  of  the  re- 
marks made  by  the  gentleman  who  just  spoke,  but  I  believe  that  he 
has  gone  entirely  too  far  in  stating  that  the  basis  of  a  fair  value 
is  not  very  definite.  That  may  be  true,  but  the  Supreme  Court 
of  the  United  States  has  indulged  in  that  precise  "  glittering  gener- 
ality," as  he  has  described  it.  I  do  not  believe  the  gentleman  himself 
would  say  that  the  Supreme  Court  of  the  United  States  has  done 
a  useless  task  when  it  stated  that  fair  value  is  the  basis  for  all  com- 
putation as  to  the  reasonableness  of  rates. 

The  determination  of  what  is  that  fair  value  is  a  stupendous  task. 
We  can  not  possibly  hope  to  sit  here  in  this  room  to-day  and  outline 
the  definite  particular  factors  that  must  be  taken  into  consideration, 
but  we  can  distinguish  that  from  the  other  doctrine  that  they  are 
entitled  to  a  percentage  on  gross  earnings.  I  think  that  is  a  very 
important  difference. 

It  has  been  suggested  by  one  other  gentleman  this  morning  that 
the  court  has  never  applied  this  test  to  express  companies.  That  is 
very  true,  but  in  return  I  would  like  to  ask  that  gentleman  to  name 
any  public  utility  that  the  Supreme  Court  has  stated  is  entitled  to 
a  return  upon  any  other  basis  than  a  fair  return  upon  the  value  of 
the  property  ?  Whenever  this  question  has  come .  up  before  our 
Supreme  Court  regarding  the  return  to  which  a  public  utility  is 
entitled  they  have  adopted  the  fair  value  as  the  true  test.  They  did 
so  in  the  gas  case,  and  they  did  so  in  the  water  case,  and  I  think  it 
is  correct  to  say  so  as  to  express  companies.  I  think  this  association 
will  be  making  a  contribution  worthy  of  our  efforts  if  we  say  that, 
in  our  judgment,  that  should  be  the  test  for  express  companies. 

The  other  test  that  has  been  suggested  is  an  excuse  advanced  by 
the  express  companies  for  stupendous  profits  which  are  absolutely 
unjustifiable.  I  do  not  think  this  association  should  encourage  such 
efforts  to  the  slightest  extent. 

Mr.  RICE,  of  South  Dakota.  If  the  Supreme  Court  of  the  United 
States  has  settled  what  the  basis  of  rates  shall  be,  it  is  idle  for  this 
convention  to  pass  any  resolution  upon  the  matter  whatever.  I  be- 
lieve there  is  something  open  here  as  to  express  companies,  and  I 
believe  it  is  proper  for  this  convention  to  express  its  opinion  as  to 
how  profits  should  be  estimated. 
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This  motion  directly  negatives  the  proposition  made  by  these  com- 
panies, and,  as  discussed  by  this  committee  in  its  report,  it  quotes 
from  Mr.  Stockton,  of  the  Wells,  Fargo  Co.,  a  statement,  in  which 
he  says  : 


We  believe  the  measure  of  the  e.'miin.^s  of  an  express  company  should  be  a 
reasonable  profit,  a  reasonable  percentage  of  its  gross  earnings.  We  believe  in 
the  express  business  as  in  any  other  mercantile  business  or  commercial  business, 
the  profit  is  measured  upon  the  turnover,  and  no  man  ever  made  his  profit  on  his 
property  investment.  You  must  measure  on  an  individual  rate  or  transaction, 
and  that  in  the  aggregate  should  not  exceed  a  reasonable  percentage  of  your 
gross  earnings. 

The  purpose  of  this  motion  is  to  negative  the  proposition  made  by 
the  express  companies  and  to  say  that  the  basis  of  profits  shall  be  a 
reasonable  return  upon  the  fair  value  of  the  property,  and  when  we 
come  now  to  undertake  to  fix  rules  by  which  the  fair  value  of  the 
property  shall  be  ascertained  we  are  all  at  sea.  The  Supreme  Court 
of  the  United  States  says  it  depends  upon  seven  things,  and  then  says  : 

There  may  be  many  others,  and  each  case  must  be  determined  upon  the  facts 
of  that  particular  case; 

Mr.  LANE,  of  the  Interstate  Commerce  Commission.  Before  the 
vote  is  taken  upon  this  proposition,  I  wish  to  say  that  I  propose  'to 
vote  in  the  negative,  not  only  because  I  think  it  is  unnecessary  to 
make  any  declaration  upon  a  question  which,  as  the  gentleman  from 
South  Dakota  says,  is  a  legal  question,  but  because  I  think  it  would 
be  highly  improper  for  me,  as  a  member  of  the  Interstate  Commerce 
Commission,  to  make  any  declaration  while  questions  are  pending 
before  us  as  to  the  proper  basis  of  express  rates  upon  that  question 
of  basis. 

Let  me  suggest  this  question  :  In  your  definition  of  profits,  are  you 
going  to  exclude  the  railroad  system  which  furnishes  the  transpor- 
tation? 

An  express  service  is  made  up  of  three  things:  The  gathering 
charge,  the  transportation  charge,  and  the  delivery  charge.  The 
great  and  the  most  important  factor  is  the  rapid  service  by  rail, 
presumably  upon  a  passenger  train.  Therefore  the  whole  property 
of  the  railroad  is  involved  in  giving  that  service.  Does  the  word 
"  property,"  as  it  has  been  used,  include  a  determination  as  to  the 
value  of  the  passenger  train  and  all  the  equipment  and  all  the  prop- 
erty of  the  railroad  which  goes  to  furnish  that  service? 

That  is  but  one  of  the  primary  questions  which  must  be  considered 
in  the  discussion  of  a  proposition  of  this  kind. 

Xow  I  submit  to  you  that  these  questions  are  before  us, 
and  probably  before  most  of  the  individual  commissions  of  the 
various  States  of  the  Union;  they  certainly  are  before  the  Interstate 
Commerce  Commission.  I  am  not  speaking  for  the  Interstate  Com- 
merce Commission  as  a  whole  in  this  matter.  I  am  speaking  my  own 
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individual  views.  I  feel  it  would  be  highly  improper  for  us.  in  the 
midst  of  an  express  investigation,  to  make  any  declaration  a.-  to 
what  the  right  basis  for  express  rates  should  be. 

"We  have,  as  perhaps  some  of  you  know,  an  investigation  no\v  pend- 
ing which  has  been  on  for  a  year  and  a  half.  We  have  spent  a  large 
amount  of  money  in  that  investigation  on  behalf  of  the  people.  We 
are  to  hold  further  hearings.  We  are  to  have  extensive  arguments. 
This  investigation  will  involve  all  the  great  express  .-ystems  of  the 
country.  We  do  not  know  what  the  outcome  of  that  investigation 
will  be. 

I  think  I  will  ask,  at  any  rate,  that  while  my  vote  may  be  recorded 
in  the  negative  upon  this  proposition,  it  shall  be  definitely  under- 
stood that  I  am  not  bound  by  any  action  of  this  body. 

Mr.  RICE,  of  South  Dakota.  In  answer  to  the  two  questions  of 
the  gentleman,  I  will  say,  first,  if  this  convention  is  not  to  discuss 
or  give  its  opinion  upon  matters  which  are  likely  to  come  before  the 
Interstate  Commerce  Commission  or  before  the  several  State  com- 
missions, we  should  make  an  apology  to  the  public  for  our  existence 
and  dissolve  and  go  out  of  business.  We  have  no  business  to  discuss 
anything  else  except  such  matters  as  are  likely  to  come  before  the 
Interstate  Commerce  Commission  and  the  State  commissions. 

So  far  as  the  value  of  the  railway  property  is  concerned,  that 
should  be  determined  in  the  same  manner  as  you  would  determine  the 
reasonableness  of  any  other  rate,  on  the  proportionate  value  of  the 
property  engaged.  That  is  a  matter  to  arrive  at  from  evidence.  We 
can  not  go  into  detail.  We  can  only  pass  resolutions  that  cover  gen- 
eral principles. 

Mr.  WATSON,  of  Oklahoma.  Some  few  years  ago  the  Oklahoma 
commission  went  into,  this  express  business  on  an  investigation,, 
and  we  liad  before  us  four  of  the  express  companies  doing  busi- 
ness in  our  State.  The  question  was  asked  those  representatives  of 
the  express  companies  as  to  how  much  they  had  invested  in  the  ex- 
press business  in  Oklahoma.  The  Wells,  Fargo  Express  Co.'s  rep- 
resentative said  they  had  about  $80,000  invested  in  the  express  busi- 
ness in  Oklahoma.  The  American  Express  Co.'s  representative  said 
they  had  about  $5,000  invested  in  the  express  business  in  Oklahoma. 
The  United  States  Express  Co.'s  representative  said  they  had  noth- 
ing invested  there.  So,  gentlemen,  in  making  a  rate  in  that  State 
for  the  express  companies,  if  we  make  it  on  the  basis  of  their  prop- 
erty valuation,  what  sort  of  a  rate  would  we  make  there,  one  company 
having  $80,000  invested,  another  $5,000,  and  another  nothing? 

We  went  further.  We  wanted  to  know  how  much  they  had  paid 
in  in  their  capital  stock  in  the  organization  of  their  companies.  We 
have  never  been  able  to  find  a  single  man  who  could  show  where  there 
was  ever  one  dollar  paid  into  capital  stock  in  the  organization  of 
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those  companies.  They  are  capitalized,  like  many  other  corporations, 
but  we  have  never  been  able  to  determine  or  ascertain  that  there  was 
one  dollar  of  stock  paid  into  that  capitalization. 

Yet  we  find  in  this  report  here,  on  page  27.  where  those  companies 
are  enabled  to  hold  stock  in  most  of  the  principal  railroads  of  the 
United  States,  up  into  the  hundreds  of  thousands  of  dollars.  Take 
their  stock  on  the  market  and  see  to-day  what  it  is  quoted  at.  It  is  an 
inducement  for  investors  throughout  the  United  States  to  take  stock 
in  those  companies  wherever  they  can  get  it,  on  account  of  the 
tremendous  earnings  of  those  companies. 

If  we  make  rates  in  our  States  upcn  the  investment  they  have 
there,  I  submit  to  you  what  kind  of  a  rate  shall  we  make?  We 
can  make  rates  in  the  States  and  possibly  apply  those  after  they 
have  gone  through  the  ordeal  of  the  courts,  but  the  things  that  con- 
front us  more  than  anything  else  are  the  interstate  rates.  Those  are 
the  things  that  are  hurting  every  man  in  the  United  States  possibly 
more  than  the  State  rates,  because  we  can  fix  the  State  rates.  But 
the  interstate  rates  bring  up  a  question,  and  it  is  a  question  in  my 
mind  if  their  investments  in  each  and  every  State  are  the  same  as 
they  represent  them  to  be  in  Oklahoma,  as  to  what  kind  of  a  rate 
you  can  make  as  an  interstate  rate. 

These  are  some  questions  from  which  I  should  like  to  get  some 
information — paid-in  capital  stock  and  the  property  held  for  inter- 
state business. 

Mr.  THORNE,  of  Iowa.  I  hope  you  will  pardon  me  for  speaking 
again,  but  I  think  the  remarks  of  the  member  of  the  Interstate  Com- 
merce Commission,  Commissioner  Lane,  are  worthy  of  very  serious 
consideration  by  us. 

I  feel  that  in  our  discussion  it  is  especially  valuable  that  we  shall 
bring  out  these  different  ideas  as  to  what  is  the  proper  basis  upon 
which  to  say  they  are  entitled  to  a  return.  My  view  of  the  wording 
of  the  resolution  is  that  it  did  not  commit  us  to  any  definition  of  the 
property,  did  not  commit  us  to  any  definition  of  what  the  fair  value 
of  that  property  should  be,  or  as  to  what  elements  should  go  into  it, 
or  as  to  what  elements  should  be  excluded.  As  Mr.  Commissioner 
Lane  suggested,  there  are  difficulties  in  that  question.  We  attempt 
under  these  resolutions  to  define  and  limit  these  points  in  no  way 
whatsoever.  However,  in  view  of  the  fact  that  these  subjects  are  now 
pending  before  the  Interstate  Commerce  Commission  and  before  the 
courts,  and  in  view  of  the  fact  that  the  courts  may  arrive  at  defini- 
tions of  these  different  terms  entirely  different  from  what  you  and  I 
may  think  at  this  time  is  correct,  I  myself  must  say,  so  far  as  con- 
cerns the  passing  of  the  resolution,  in  view  of  the  remarks  of  the 
Interstate  Commerce  Commissioner,  it  seems  to  me  to  be  hardly  wise. 
I  do  not  think  the  motion  should  be  pressed.  If  we  vote  adversely  to 
17260—11 6 


80  NATIONAL,  ASSOCIATION    OF   RAILWAY   COMMISSIONERS. 

it,  it  will  be  interpreted  that  we  (bought  the  fair  value  of  the  prop- 
erty was  not  the  correct  basis.  If  we  vote  in  favor  of  it,  we  may 
commit  ourselves  to  a  proposition  as  defined  by  the  courts  later  on 
which  may  embarrass  us  in  our  own  work. 

But  I  do  think  this  is  the  place  of  all  places  in  which  to  discuss 
these  things  and  to  get  the  ideas  of  the  different  people  as  to  what  is 
the  true  basis.  That  is  the  purpose  of  our  gathering  together,  and 
1  think  the  discussion  o-f  the  resolution  which  the  member  from 
South  Dakota  has  injected  into  the  proceedings  must  be  of  some 
value  to  us  in  our  future  work.  I  do  not  think  the  motion  should  be 
pressed  to  a  vote,  however. 

Mr.  BERRY,  of  Illinois.  For  the  same  reason  that  has  been 
suggested  by  Mr.  Lane  and  by  the  gentleman  from  Iowa,  Mr. 
Thorne,  Illinois  would  not  want  to  be  bound  by  this  resolution. 
We  have  gone  into  the  investigation  in  Illinois  at  some  consid- 
erable length.  We  have  arrived  at  a  conclusion  of  our  own,  and 
we  have  put  that  conclusion  into  an  order  and  put  it  into  a  tariff 
upon  the  basis  of  what  and  how  they  should  make  their  tariffs,  and 
how  and  in  what  manner  express  companies  should  be  charged  and 
make  their  rates.  That  matter  is  pending  on  appeal  before  the  court, 
and  Illinois  does  not  want  to  go  on  record  as  being  bound  or  handi- 
capped by  any  action  of  this  body,  and  so  far  as  Illinois  is  concerned, 
we  could  not  be  so  bound.  I  do  not  want  this  association  to  bind  us 
or  be  a  party  to  binding  us  to  a  different  proposition  than  what  we 
have  already  found  and  held  and  which  is  noAv  pending  in  the  courts. 

Mr.  SMITH,  of  South  Dakota.  We  in  South  Dakota  are  in  the 
express  business.  We  are  trying  to  enforce  a  schedule  of  rates 
adopted  by  the  last  legislature.  The  courts  have  failed  to  grant  a 
temporary  injunction,  which  was  applied  for  by  the  express  com- 
panies. We  have  come  here  to  see  if  we  can  not  find  some  way  to 
figure  out  what  would  be  a  reasonable  rate,  because  we  have  general 
powers  if  this  fails. 

At  the  present  time  in  South  Dakota  we  are  carrying  cedar  posts 
and  household  goods  and  first,  second,  and  third  class  freight  by 
express,  simply  because  it  is  cheaper  than  carriage  by  freight  rate-. 
Personally  I  do  not  believ.e  that  is  right.  We  come  here  to  get  some 
information,  when  it  comes  up  to  us,  as  to  how  to  make  a  fair  and 
reasonable  express  rate.  I  want  to  be  fair  with  the  companies.  If 
I  believe  the  rates  are  too  high,  I  want  to  demand  a  reduction.  If 
1  think  their  rates  are  too  low,  1  am  ready  to  stand  up  and  pay, 
';  Boost  them."  I  do  not  believe  as  a  rule  in  legislature-made  rates. 
I  am  not  in  favor  of  the  present  rates,  because  we  are  carrying 
things  by  express  that  ought  not  to  be  carried  by  express.  We  are 
hampering  tne  passenger  trains,  stopping  them  10  or  15  or  20  minutes 
at  stations  to  unload  this  immense  amount  of  stuff  that  is  going  by 
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express,  but  which  ought  to  go  by  freight.  We  are  giving  to  the 
express  companies  that  which  should  go  to  the  freight  department 
of  the  railroads. 

These  are  the  things  that  are  helping  the  agitation  to  eliminate 
the  express  business  from  the  express  companies  and  put  it  into  the 
hands  of  the  common  carriers.  It  is  a  radical  move  to  agitate  the 
elimination  of  express  companies,  but  I  believe  that  we  are  progress- 
ing along  the  lines  that  if  we  can  not  get  a  reasonable  rate  and  these 
companies  continue  to  be  allowed  to  make  these  large  dividends  the 
time  is  not  far  distant  when  the  railroads  of  this  country  will  have 
to  do  the  express  business  as  common  carriers,  and  I  for  one  will  not 
continue  to  support  that  theory  of  the  express  companies  very  much 
longer  if  we  can  not  get  reasonable  rates. 

It  is,  as  the  gentleman  from  Oklahoma  says,  the  interstate  rates 
that  hurt  us.  The  courts  say  we  can  not  interfere  with  them.  It  is 
a  question  not  yet  ultimately  decided  by  the  Supreme  Court  of  the 
United  States,  out  I  believe  it  to  be  unfair  when  we  haul  cedar  posts 
and  household  goods  and  first,  second,  and  third  class  freight  by 
express.  We  got  that  idea  on  the  theory  of  the  money  invested. 
They  came  into  our  State  and  made  affidavit  that  they  only  had 
$12,000  invested  in  the  use  of  the  express  business,  but  that  its  in- 
trinsic value  was  a  little  over  $4,000.  In  other  words,  if  a  table  was 
in  the  express  company's  office  it  was  worth  a  large  amount,  but  if  it 
was  in  a  lawyer's  office  it  was  not  worth  very  much ;  if  a  horse  was 
in  the  express  business  it  was  worth  very  much  more,  while  if  it  was 
in  an  ordinary  business  of  life  it  was  worth  practically  nothing. 
The  court  asked  them  to  explain  why  that  should  be  so  much  more 
valuable  in  the  express  business.  The  lawyer  representing  the  ex- 
press companies  could  not  give  any  answer.  Finally  the  judge  helped 
him  out.  He  said,  "  The  stationery  is  worth  more  in  the  express 
company's  office  than  it  is  elsewhere ;  that  is  the  only  solution  of  the 
question." 

Mr.  ErcE,  of  South  Dakota.  Without  receding  in  any  way  from 
the  position  I  have  taken,  but  in  view  of  the  fact  that  a  number  of 
the  members  of  this  association  do  not  wish  to  vote  upon  this  question 
at  this  time,  with  the  consent  of  my  second  I  will  withdraw  the 
motion. 

President  BUKR.  Unless  there  is  objection,  the  motion  is  with- 
drawn. Hearing  no  objection,  it  is  so  ordered. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  want  to  call 
attention  to  a  part  of  this  report — and  this  may  be  done  under  this 
heading  as  well  as  under  any  other  heading.  The  point  to  which  I 
wish  to  call  attention  goes  to  subhead  No.  1  and  to  every  other  sub- 
head in  the  report,  and  it  is  embodied  in  the  conclusions  of  the  com- 
mittee, found  on  page  37  of  their  report. 
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I  think  it  should  be  borne  in  mind  all  through  this  discussion  that 
this  committee,  composed  of  men  who  have  given  as  much  attention 
and  as  much  earnest  effort  to  this  and  other  work  of  this  association 
as  any  other  members  of  the  association,  recommend,  after  their  in- 
vestigations upon  which  this  report  is  based — 

That  the  whole  matter  be  recommitted  to  a  like  committee,  composed  of  such 
number  of  members  as  the  convention  may  deem  best,  with  instructions  to  begin 
at  an  early  date  the  work  of  completing  or  continuing  this  investigation,  to  the 
end  that  some  definite  and  valuable  data,  aud  if  possible  conclusions  and  recom- 
mendations, be  arrived  at  for  presentation  to  the  next  annual  meeting  of  this 
association. 

I  submit  that  in  the  face  of  that  recommendation  of  this  committee 
it  would  be  rather  extraordinary  for  this  convention  to  commit  itself 
to  definite  resolutions  as  to  any  of  the  subheads  into  which  this  com- 
mittee has  divided  this  report. 

Mr.  STUTSMAN,  of  North  Dakota.  What  has  been  said  by  the 
gentlemen  may  be  all  very  true,  but  we  are  here  to  get  the  benefit 
of  each  other's  ideas,  and  while  it  may  not  be  necessary  to  press 
to  a  vote  the  conclusion  or  the  issue  which  we  discuss,  yet  it  is 
of  immense  value  to  the  members,  as  I  take  it,  to  be  able  to  ascer- 
tain the  ideas  and  opinions  of  other  members  of  the  association. 
Mr.  Staples  has  precisely  stated  that  the  purpose  for  which  they  have 
submitted  this  report  is  to  get  the  ideas  of  the  association  and  to 
instruct  the  future  members  of  the  committee  or  the  same  members 
upon  the  line  of  work  to  be  adopted  by  it. 

It  seems  to  me  very  pertinent  for  us  to  discuss  every  subhead  into 
which  this  report  has  been  divided,  although  I  may  agree  with  the 
gentleman  from  South  Dakota,  Mr.  Rice,  and  the  other  gentlemen 
who  spoke  on  that  question,  that  it  may  not  be  the  very  best  policy 
to  force  each  of  these  issues  to  a  vote.  However,  I  think  it  is  very 
proper  for  us  to  discuss  a  subhead,  and  for  the  committee,  if  it  is 
continued  or  another  committee  appointed,  to  get  the  benefit  of  the 
discussions  now  held  regarding  these  matters. 

Mr.  STAPLES,  of  Minnesota.  If  there  is  nothing  further  to  be  said 
on  section  1,  I  want  to  thank  Commissioner  Rice  for  offering  the 
resolution  and  to  thank  him  again  for  withdrawing  it.  It  has  accom- 
plished just  the  purpose  that  the  report  is  intended  to  accomplish. 

It  is  very  questionable  in  my  mind  how  much  time  the  convention 
desires  to  devote  to  this  report,  but,  of  course,  that  is  for  the  conven- 
tion to  determine.  They  may  pass  these  topics  as  fast  as  they  see  fit. 

The  second  topic  is  found  on  page  20 : 

Are  the  returns  now  received  by  the  railway  companies  for  carrying  express 
matter  excessive?  In  other  words,  is  the  amount  paid  by  the  express  com- 
panies to  railway  companies  for  transportation  reasonable? 
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It  is  not  so  much  to  dispose  of  the  question  here  this  morning  as  to 
whether  the  sums  in  the  aggregate  paid  by  express  companies  to  rail- 
way companies  for  transportation  are  reasonable  as  it  is  to  determine 
whether  the  method  adopted  for  determining  those  sums  is  a  fair  and 
reasonable  method.  I  take  it  that  every  commissioner  here  knows 
that  the  method  now  employed,  I  think,  by  all  companies  is  to  pay  to 
the  transportation  or  railway  company  a  fixed  percentage  of  the 
gross  earnings  received  by  the  express  companies  for  the  entire  car- 
riage of  the  property.  Those  percentages  vary,  I  think,  from  40  per 
cent  to  as  high  as  70  per  cent  with  different  companies.  I  think  it  is 
immaterial  what  that  per  cent  is. 

There  are  two  questions  involved,  namely:  Is  the  gross  amount 
received  by  the  railway  company  to-day  a  reasonable  sum?  Second, 
is  the  method  of  arriving  at  that  amount  or  determining  that  amount 
a  reasonable  method? 

It  has  been  made  clear  by  illustrations  set  forth  in  this  report 
that  the  transporting  of  any  commodity  in  a  large  number  of  pack- 
ages to  a  large  number  of  individuals  between  two  given  points 
yields  to  the  railroad  company  many  times  the  amount  which  the 
railroad  company  would  receive  if  it  were  transporting  the  very 
same  amount  of  the  same  commodity  in  one  package.  That  is  per- 
haps the  best  illustration  which  can  be  bet  out. 

I  am  not  like  some  of  the  members  here,  in  that  if  I  have  an  opin- 
ion I  am  willing  to  express  it,  and  I  am  not  disposed  to  ask  this 
association  and  every- member  to  refrain  from  expressing  an  opinion 
simply  because  there  is  a  matter  pending  before  his  commission  or 
some  other  body  which  is  to  be  finally  disposed  of.  The  views  of 
any  member  here  may  help  me  very  materially;  perhaps  will  modify 
my  views;  and  I  may  change  my  opinion.  If  the  arguments  pre- 
sented convince  me  that  I  am  wrong,  I  certainly  will  change  my 
opinion.  I  do  not  believe  there  is  any  member  here  who  is  infallible, 
and  I  do  not  believe  there  is  any  one  commission  that  is  capable  of 
making  a  rule  which  shall  govern  all  other  commissions.  The  whole 
commission  may  be  mistaken. 

I  think  the  present  policy  or  the  present  plan  of  determining  the 
amount  which  express  companies  shall  pay  to  railway  companies  is 
wrong,  and  some  other  means  should  be  arrived  at  or  used  for  de- 
termining the  amount  that  should  be  paid  to  the  railway  companies. 
If  $100,000  in  the  aggregate  is  a  reasonable  sum,  a  just  sum,  to  pay  to 
any  given  railroad  company  for  handling  the  express  matter  over  one 
particular  line  for  a  period  of  12  months,  and  if  it  is  found  that  the 
express  rates  over  that  line  are  high,  unreasonably  high,  it  is  cer- 
tainly unjust  when  you  reduce  those  rates,  say  25  per  cent,  to  reduce 
the  amount  paid  to  the  railway  company ;  and  that  is  just  what  you 
do  under  the  plan  now  in  vogue. 
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You  could  adopt,  for  instance,  the  tonnage  basis  upon  which  to 
determine  the  amount  the  express  company  shall  pay  to  the  railway 
company,  and  you  would  then  overcome  that  objection  to  an  extent, 
and  to  a  very  large  extent,  too. 

The  question  of  space  occupied  in  the  car  and  the  question  of  ton- 
nage are  the  two  principal  questions  in  which  the  railroad  company  is 
interested.  As  I  say,  that  is  one  suggestion.  Somebody  here  may  be 
able  to  offer  another,  and  they  may  be  able  to  convince  me  that  I  am 
entirely  wrong  in  my  views  upon  that  point. 

Mr.  STUTSMAN,  of  North  Dakota.  The  situation  in  North  Dakota 
is  this:  The  three  express  companies  doing  business  in  that  State 
receive,  as  Mr.  Staples  says,  a  certain  percentage  of  the  income,  and 
the  balance  goes  to  the  railway  company;  but  each  of  those  express 
companies  is  merely  an  auxiliary  company  to  the  railway  company 
over  whose  lines  it  does  business.  In  other  words,  it  is  merely  a 
matter  of  bookkeeping  as  to  whether  an  express  company  or  a  railway 
company  is  handling  the  express  business.  For  convenience  in  book- 
keeping, possibly — we  will  call  it  that — the  railway  companies  are 
handling  the  express  business. 

That  brings  up  the  question  which  Mr.  Commissioner  Lane  raised 
in  his  suggestion  a  while  ago,  as  to  the  method  of  determining  the 
amount  of  charges  by  the  express  companies  which  they  should  be 
permitted  to  make;  and  in  determining  what  is  the  property  and  in 
determining  the  fair  value  of  the  property,  it  is  apparent,*  when  a 
commission  goes  up  against  the  proposition  of  determining  the  fair 
value  of  the  property  of  an  express  company  which  is  part  and  parcel 
of  a  railway  company,  that  the  fairness  and  reasonableness  of  the 
rate  can  not  be  determined  until  we  determine  the  entire  valuation 
of  the  railway  company's  plant,  and  then  determine  whether  the 
railway  company  is  getting  a  fair  proportion  of  the  express  receipts 
or  not  when  it  gets  55  or  60  or  65  or  75  per  cent  of  the  gross  earnings. 

That  is  a  question  upon  which  our  commission  will  be  glad  to  re- 
ceive the  ideas  of  the  other  commissioners.  If  there  is  any  other  way 
which  is  better  than  the  percentage  basis  for  a  railway  company  to 
divide  with  an  express  company  the  receipts  of  that  express  company, 
when  it  is  part  and  parcel  of  the  same  system,  we  shall  be  glad  to 
hear  of  it.  But  from  our  point  of  view  it  appears  to  us  it  is  abso- 
lutely immaterial  what  method  the  railway  companies  and  the  ex- 
press companies  in  our  State  use  to  determine  the  proportion  of  the 
receipts  of  the  business  that  each  should  be  entitled  to,  because  they 
are  one  and  the  same  thing. 

The  railway  companies  perhaps  get  60  or  65  per  cent.  We  are  all 
agreed  that  the  rates  for  express  matter  are  too  high;  but  how  are  we 
-oing  to  determine  the  amount  that  they  should  be  permitted  to 
charge  unless  we  shall  go  into  the  physical  valuation  of  the  entire 
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railroad  system  over  which  those  express  companies  are  operating? 
If  there  is  any  way  by  which  a  fair  proportion  or  a  fair  division  of 
the  receipts  may  be  given  to  the  railway  companies  and  that  be  de- 
termined to  be  fair,  and  then  by  which  the  commission  can  determine 
whether  or  not  the  balance  is  an  excessive  charge  or  an  excessive 
profit  for  the  express  companies  to  make,  we  shall  be  glad  to  receive 
some  ideas  and  suggestions  along  those  lines.  If  it  is  possible  to 
determine  what  would  be  a  fair  tonnage  price  to  pay  for  the  trans- 
portation of  express  matter,  and  that  would  be  a  fixed  proposition 
which  would  relieve  us  from  any  further  obligation  or  any  duly  in 
regard  to  the  investigation  of  that  matter,  then  we  would  be  in  a 
position  to  determine  whether  or  not  the  balance  of  the  express 
charges  is  more  than  the  express  companies  should  be  entitled  to  have. 

Mr.  GOTHLIN,  of  Ohio.  As  a  little  further  illustration  of  the  point 
that  Mr.  Staples  is  bringing  out,  showing  how  the  existing  practice 
of  paying  the  railroad  companies  a  percentage  of  the  receipts  may 
work  out,  we  will  assume,  for  instance,  that  the  transportation  is 
between  two  points  where  the  merchandise  rate  for  100  pounds  is  $1. 
Under  a  55  per  cent  basis,  the  railroad  company  for  that  transpor- 
tation service  will  get  55  cents,  and  the  express  company  would  get  45 
cents  for  their  collection  and  delivery  service,  billing,  etc.  If  you 
take  that  same  tonnage  and  carry  it  between  two  points  where  the 
merchandise  rate  is  $5  per  hundred  pounds,  on  a  55  per  cent  basis  the 
railroad  company  gets  $2.70  and  the  express  company  gets  $2.30  for 
performing  practically  the  same  service,  so  far  as  their  part  of  the 
work  is  concerned,  as  they  do  on  the  short  haul.  In  that  illustration 
the  increased  rate  for  the  transportation  service  performed  by  the 
railway  company  seems  to  be  right;  but  the  question  is,  Is  that  a 
fair  relation  when  the  services  given  to  the  public  by  the  express 
company  are  practically  the  same,  whether  the  transportation  be 
on  a  $1  basis  or  a  $5  basis  or  a  $10  basis?  They  are  going  on  an 
increasing  scale  for  practically  the  same  services  performed. 

Another  feature  in  some  cases  between  given  points  of  large  popu- 
lation is  that  the  railway  company  furnishes  a  car  for  the  use  of 
the  express  company.  The  cost  to  the  railroad  company  is  practically 
fixed  in  that  case.  The  cost  of  transporting  that  car  in  a  given  train 
each  day  varies  very  slightly,  whereas  the  revenue  may  vary  a  great 
deal.  There  may  be  on  one  day  a  very  large  amount  of  revenue  ton- 
nage in  the  car,  and  on  another  day  a  very  small  amount  of  revenue 
tonnage  in  the  car,  and  the  railroad  compan}7,  instead  of  getting 
their  fixed  charge  or  something  substantial  each  day  for  a  fixed  serv- 
ice they  perform,  get  a  varying  charge,  which  may  one  day  be  very 
much  less  than  the  amount  to  which  they  would  properly  be  entitled, 
and  on  another  day  be  very  much  in  excess  of  the  amount  to  which 
they  were  entitled. 
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The  reason  we  include  this  feature  of  the  express  service  is  to  get 
the  expressions  of  the  individual  members,  not  so  much  to  have  any 
concrete  resolutions  offered,  expressing  the  sense  of  the  association 
as  a  whole,  but  to  get  individual  opinions  upon  these  various  sub- 
jects as  they  come  up.  I  am  inclined  to  agree — in  fact,  I  do  agree — 
very  heartily  with  Mr.  Staples  in  the  opinion  that  so  far  as  we  have 
been  able  to  learn  up  to  date  the  existing  practice  of  compensating 
railroad  companies  for  their  transportation  service  on  the  percentage 
basis  of  earnings  may  not  be  justified  by  any  argument  which  would 
seem  to  appeal  to  our  sense  of  reason  arid  right. 

Mr.  MANN,  of  North  Dakota.  If  I  should  express  my  opinion,  I 
would  say  I  think  it  would  be  more  right  for  the  express  companies 
to  be  paid  by  the  railroad  companies  for  their  service  than  for  the 
express  companies  to  pay  the  railroad  companies  for  the  service. 
This  is  merely  an  opinion  of  mine,  and  it  might  be  stated  a  little  more 
clearly.  Take  the  Pullman  service ;  you  have  to  buy  your  tickets  for 
your  ride  the  same  as  you  do  in  riding  in  any  other  car ;  but  for  the 
privilege  of  riding  in  the  Pullman  you  have  to  pay  an  additional  two 
or  three  dollars,  or  whatever  the  charges  may  be.  This,  as  I  say,  is 
merely  my  idea,  and  I  give  it  because  you  have  asked  for  opinions. 

INTERCORPORATE    RELATION    OF    EXPRESS    COMPANIES    AND    RAILWAY 

COMPANIES. 

Mr.  STAPLES,  of  Minnesota.  The  next  question  will  be  found  on 
page  25 :  Should  express  companies  be  permitted  to  hold  or  own 
stock  of  other  express  companies  or  railway  companies,  and  should 
not  an  express  company  be  limited  and  confined  to  the  express  or 
transportation  business? 

I  wish  to  offer  no  argument,  but  I  shall  express  my  views.  First, 
Iliat  they  should  not  be  permitted  to  own  or  control  stock  of  any 
competing  or  other  transportation  company;  second,  an  express  com- 
pany organized  to  do  an  express  business  should  be  confined  to  that 
business,  and  its  capital  should  also  be  confined  to  that  business. 

Mr.  RICE,  of  South  Dakota.  I  will  make  another  motion,  which  I 
do  not  think  I  will  withdraw : 

I  move  you  that  Congress  should  be  requested  to  enact  a  law  pro- 
hibiting common-carrier  corporations  from  owning  stock  in  any  other 
common-carrier  corporation. 

I  offer  it  as  the  conclusion  which  this  convention  has  come  to  after 
reading  that  report.  This  matter  can  not  possibly  come  before 
any  commission  for  determination  to  c:irry  out  the  report  of  the 
committee. 

Mr.  BERRY,  of  Illinois.  It  seems  to  me  if  we  are  going  to  make 
any  recommendation  at  all  that  that  is  too  broad.  I  do  not  know 


PROCEEDINGS   OF   THE   CONVENTION.  87 

what  the  Federal  law  might  be,  but  applying  that  to  a  State  law— 
for  instance,  to  our  own  State  law — that  law  defines  common  car- 
riers very  broadly,  and  everything  that  does  a  public  business  is 
termed  a  common  carrier  in  our  State.  I  see  no  objection  to  an 
express  company  owning  bonds  or  stocks  of  certain  kinds  of  common 
carriers  and  the  railroads  the  same.  Sleeping-car  companies  and 
street-car  companies,  and  a  great  many  others,  such  as  steamboat 
lines,  things  like  that,  in  our  State  are  made  common  carriers.  As- 
sociations and  partnerships,  and  a  large  number  of  classes  of  busi- 
nesses of  that  kind,  it  seems  to  me,  ought  not  to  be  barred  from 
selling  their  stocks. 

Mr.  WATSON,  of  Oklahoma.  Are  those  competing  lines? 

Mr.  BERRY,  of  Illinois.  No,  sir. 

Mr.  WATSON,  of  Oklahoma.  This  contains  competing  lines. 

Mr.  BERRY,  of  Illinois.  It  does  not  say  so.  If  it  did  I  should 
have  no  objection  to  it. 

Mr.  RICE,  of  South  Dakota.  I  do  not  want  to  put  in  the  words 
"  competing  companies,"  because  I  do  not  want  express  companies  to 
own  stock  in  railway  companies  or  railway  companies  to  own  stock 
in  express  companies. 

Mr.  BERRY,  of  Illinois.  Then  say  that. 

Mr.  RICE,  of  South  Dakota.  If  you  look  over  a  list  of  directors 
in  the  express  companies  and  railroad  companies  you  will  find  why 
such  favorable  contracts  are  made.  If  I  can  comply  with  the  request 
of  the  gentleman  I  will  try  to  do  so. 

I  move  that  express  companies  be  prohibited  from  owning  stock 
in  any  other  express  companies  or  any  railway  companies,  and  that, 
railway  companies  be  prohibited  from  owning  stock  in  any  express 
companies.  I  withdraw  the  first  motion  and  now  make  this  as  a 
substitute. 

The  PRESIDENT.  It  is  moved  by  the  commissioner  from  South 
Dakota,  and  seconded,  that  express  companies  shall  be  prohibited 
from  owning  stock  of  any  other  express  company  or  the  stock  of  a 
railroad  company,  and  that  railroad  companies  shall  be  prohibited" 
from  owning  stock  in  express  companies. 

The  question  was  taken  by  a  viva  voce  vote. 

The  PRESIDENT.  The  Chair  is  in  doubt.  As  many  as  are  in  favor 
of  the  motion  will  please  rise  and  be  counted. 

The  secretary  announced  that  19, had  voted  aye. 

The  PRESIDENT.  As  many  as  an;  against  the  motion  will  please 
rise  and  be  counted. 

The  secretary  announced  that  30  had  voted  in  the  negative. 

The  PRESIDENT.  The  motion  is  lost. 
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Mr.  STAIT.KS,  of  Minnesota.  I  can  add  nothing  to  subdivision  4, 
which  is  found  on  page  27,  entitled  "  Elimination  of  express  com- 
panies/' It  will  be  noted  at  the  bottom  of  page  31,  the  last  five  lines, 
the  committee  concludes  as  follows: 

Your  committee  has  not  pursued  this  subject  far  enough  to  enable  it  to  ar- 
rive at  any  conclusions,  but  recommends  that  the  importance  of  the  subject 
demands  that  investigation  of  these  things  be  continued. 

Mr.  RICE,  of  South  Dakota.  I  make  the  following  motion: 

That  Congress  should  enact  legislation  requiring  railway  com- 
panies to  conduct  the  business,  as  common  carriers,  now  conducted 
by  express  companies,  and  that  railroad  companies,  so  far  as  prac- 
ticable, be  required  to  own  all  equipment  necessary  to  carry  on  this 
business. 

Mr.  WINGFIELD,  of  Virginia.  I  can  not  but  deprecate  that  this  body 
should  take  any  position  on  these  questions  pending  a  complete  in- 
vestigation by  this  committee  or  a  succeeding  committee  and  the 
investigation  now  going  on  before  the  Interstate  Commerce  Commis- 
sion. As  I  understood,  this  subject  was  brought  up  by  the  chairman 
of  the  committee  this  morning  to  get  an  expression  of  views,  to  get 
light,  as  far  as  it  could  be  gotten  at  this  time,  for  the  continuance  of 
this  investigation.  If  we  vote  upon  any  one  of  these  questions — if 
we  vote  affirmatively — it  is  to  be  taken  as  in  the  nature  of  instructions 
to  this  new  committee.  If  we  vote  negatively,  it  counts  the  same 
Wfiy — as  an  instruction.  But  I,  for  my  part,  am  not  ready  to  take 
any  position  upon  these  questions  until  the  investigation  has  been 
completed.  Therefore  I  hope  that  these  motions  will  not  be  pressed. 
Let  us  go  on  and  discuss  these  various  subheads  as  the  chairman  of 
the  committee  may  wish. 

Mr.  WATSON,  of  Oklahoma.  I  do  not  entirely  agree  with  the  gen- 
tleman from  Virginia  as  to  making  further  delays  upon  this  subject. 
I  think  this  association  ought  to  make  some  recommendation  upon 
the  line  suggested  by  Mr.  Rice. 

We  will  all  agree  that  our  interstate  rates  on  express  matter  are 
entirely  too  high  in  many  instances.  For  instance,  a  short  time  ago 
I  had  occasion  to  order  a  small  piece  of  casting  that  cost  45  cents  at 
the  factory.  The  express  on  that  for  450  miles,  over  one  line,  was 
$3.75.  Now,  we  have  many  instances  of  that  kind  that  come  before 
us  that  we  can  not  handle  because  they  are  interstate.  But  if  the 
railroad  companies  themselves  Avere  handling  the  express  business 
and  getting  the  entire  revenue  themselves,  and  did  not  have  to  divide 
with  another  company,  I  do  not  believe  I  would  have  had  to  pay  over 
one-quarter  of  that  amount. 
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There  are  many  instances  of  that  kind  that  come  before  all  of  us, 
and  the  people  in  the  western  section  of  the  United  States,  so  far  as 
I  know,  are  heartily  in  sympathy  with  the  railroads  handling  the 
express  business,  because  they  believe  they  could  handle  it  much 
cheaper  than  the  express  companies  that  have  to  divide  with  the 
railroad  companies.  I  think  at  this  time  this  association  should  give 
some  expression  upon  that  subject,  looking  to  the  end  that  the  rail- 
road companies,  while  they  are  practically  handling  the  business 
themselves,  ought  not  to  be  forced  to  divide  with  another  company, 
which  is  possibly  getting  the  larger  part  of  the  profits  without  per- 
forming any  service. 

It  has  been  stated  in  some  of  our  deliberations  that  the  railroad 
companies  get  50  per  cent  or  55  per  cent  for  handling  the  busi- 
ness; the  agents  taking  up  the  business  get  10  per  cent,  and  the 
agents  delivering  the  package  get  10  per  cent.  If  the  railroad  com- 
panies were  getting  50  per  cent  and  the  agents  picking  up  and  de- 
livering, 10  per  cent  each,  that  would  make  70  per  cent.  Then  you 
can  see  what  the  express  companies  are  getting,  less  a  little  stationery 
that  they  have. 

Now,  I  believe  if  we  were  to  ask  Congress  to  enact  a  law  providing 
that  the  railroad  companies  should  handle  the  express  business,  that 
it  would  result  in  a  saving  to  the  people  of  the  United  States  who 
patronize  these  companies  of  at  least  20  to  25  per  cent. 

At  the  same  time  the  railroad  companies,  if  they  did  not  have  to 
divide  with  the  express  companies,  could  handle  the  business  much 
cheaper  than  the  way  in  which  it  is  handled  at  the  present  time. 
I  do  not  think  we  should  delay  in  making  recommendations  upon  this 
line,  even  if  this  subject  of  express  rates  and  express  service  is  re- 
ferred to  another  committee.  They  will  likely  have  to  go  over  the 
same  subjects  that  the  present  committee  has  gone  over,  and  possibly 
when  we  meet  again  in  another  session  they  will  not  be  much  better 
informed  than  the  committee  that  has  it  in  charge  at  this  time,  unless 
the  present  committee  is  retained  that  they  may  go  further  into  the 
matter. 

But  I  do  not  see  that  it  would  be  at  all  out  of  order  at  this  time  to 
make  the  recommendation  suggested.  It  certainly  will  not  deter 
the  next  committee  any  in  their  work,  but  might  be  of  some  help  to 
them  in  working  to  that  end. 

So  I  think  that  we  should  adopt  the  resolution. 

Mr.  GOTHLIN,  of  Ohio.  I  am  very  much  inclined  to  agree  with  my 
friend  from  Virginia  in  the  views  that  he  has  expressed  regarding 
this  matter. 

This  resolution  now  offered,  and  the  one  previously  considered, 
both  relate  to  subjects  of  a  very  wide  scope.  I  voted  against  the 
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previous  resolution,  not  because  I  was  prepared  to  say  the  mover  of 
that  resolution  was  wrong,  but  because  I  am  not  prepared  to  say  he 
was  right.  He  may  be  entirely  right. 

In  this  second  resolution  now  before  us  I  doubt  if  the  gentleman 
himself  were  invested  to-day  with  the  power  absolutely  to  do  what 
he  proposes  we  recommend  be  done  he  would  offhand  proceed  and 
do  it.  I  think  he  would  be  very,  very  cautious,  and  take  a  long  time 
to  make  an  investigation,  and  try  to  get  information  from  every 
possible  source  as  to  what  the  result  of  that  action  might  be  upon 
the  public. 

The  committee  are  very  glad  to  get  all  these  expressions,  but  I  am 
not  prepared  myself — I  confess  my  ignorance  especially  on  these 
two  momentous  questions  proposed — to  say  that  I  want,  by  my  vote, 
to  declare  that  the  association  should  voice  right  straight  out,  flat- 
footed,  those  sentiments  without  further  investigation.  I  am  not 
prepared  to  do  that. 

The  question  of  separating  the  express  companies  from  the  rail- 
road companies  at  once  and  saying  to  the  railroad  companies,  "  You 
are  the  parties  we  are  after,"  and  recommending  legislation  tending 
to  that  end,  without  further  investigation,  is,  it  seems  to  me,  proceed- 
ing a  little  bit  too  fast. 

I  want  to  learn  more,  and  I  am  not  prepared  to  vote  in  the  affirma- 
tive on  this  resolution  at  the  present  time  any  more  than  I  was  on 
the  other  one,  although  I  am.  not  prepared  to  say  in  either  case  that 
the  gentleman  is  not  right  in  his  sentiment;  he  may  be  right. 

I  think  the  association  should  be  very  careful  about  putting  itself 
on  record  right  straight  out  and  flat-footed  upon  subjects  as  broad 
as  these  two  subjects  are. 

Mr.  OGLESBY,  of  Missouri.  Suppose  the  railroads  should  carry  the 
express  exclusively.  We  have  some  roads  in  our  State  that  do  noth- 
ing of  an  express  business.  They  carry  live  stock,  lumber,  ties,  and 
implements.  What  effect  would  that  have  upon  them  ?  I  would  like 
to  ask  that  of  the  gentleman  from  Ohio.  I  believe  that  is  a  question 
that  should  be  given  due  consideration.  Those  things  ought  to  be 
thrashed  out.  I  do  not  think  we  should  be  in  a  hurry  to  pass  these 
things.  It  is  a  big  proposition. 

These  roads,  and  we  have  quite  a  number  of  them  in  the  southern 
part  of  our  State,  use  our  maximum  for  hauling  freight.  I  believe 
if  that  was  done  all  over  the  State  that  our  small  roads  would  go  out 
of  the  freight  business  and  go  into  the  express  business.  It  is  a  ques- 
tion of  what  effect  this  would  have  on  these  roads.  As  I  have  said, 
I  think  we  should  go  into  this  question  very  deeply  before  we  make 
up  any  recommendation. 

Mr.  McKxKJirr,  of  Arkansas.  "  Procrastination  is  the  thief  of 
time,"  as  has  been  well  said.  Why  should  we  delay  action  upon 
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this  question  for  a  year?  The  proficiency  of  the  business,  the 
identical  train  that  handles  his  stuff  in  the  express  business  must 
handle  it  if  it  is  freight,  if  it  is  an  ounce  or  if  it  is  a  carload.  The 
proficiency  of  the  business  alone  should  be  enough  to  justify  us  in 
seeing  that  some  method  is  put  forth,  and  that  readily,  to  carry 
this  stuff  to  the  point  of  destination  with  the  least  possible  cost, 
It  is  our  duty.  It  is  our  duty,  locally,  as  a  commission.  It  is  the 
duty  of  the  Federal  branch,  upon  the  part  of  the  United  States. 

This  condition  exists  in  my  country:  We  are  a  sparsely  settled 
country.  We  have  many  small  roads  that  have  no  express  contracts 
at  all.  The  fact  of  the  business  is  that  the  express  company  carries 
it  down  to  the  junction  point  with  this  road.  Then  it  becomes  freight 
and  it  has  a  double  charge  out  to  the  point  of  destination. 

In  other  points  we  have  it  like  this :  Here  is  a  railroad  station.  The 
train  bringing  express  stops.  The  man  who  has  shipped  an  article 
from  some  point  for  distribution,  say  St.  Louis,  stands  right  in  the 
face  of  that  train  and  he  sees  that  article  in  the  express  car.  He  has 
the  money  to  pay  the  express  on  it.  It  is  landed  8  or  10  miles  down 
below  that  and  put  off  where  there  is  an  express  agent.  He  can  not 
get  it,  although  it  is  his.  He  must  take  his  team  and  drive  down 
there  in  order  to  get  that  package. 

I  have  argued  this  question  somewhat  with  our  local  State  agent 
at  Little  Rock — not  the  local  agent  at  the  point  of  destination,  but 
the  officers  who  have  charge  there  in  the  State.  They  tell  me  this  is 
their  objection  to  this :  That  an  article  originating  in  any  of  the  com- 
mon points  of  the  United  States  and  going  into  that  section  would 
have  to  change  roads  four  or  five  times,  doubtless,  to  reach  its  desti- 
nation. 

I  answer  that  question  this  way:  I  say  it  must  make  identically 
the  same  change  if  it  is  carried  by  express  companies  as  if  it  is  car- 
ried by  railroad  companies. 

It  seems  to  me  it  amounts  to  two  opportunities  to  charge  where 
there  should  be  but  one.  If  we  were  in  session  every  day  in  the 
year,  or  every  month  in  the  year,  this  question  of  delay  might  be 
well  taken.  But  why  should  we  sit  idly  by  for  one  year  before  we 
say  a  word  upon  this  subject? 

I  believe  the  time  is  ripe  in  the  United  States  when  we  can  say  to 
the  railroad  companies  and  the  express  companies,  "  You  must  fix 
this  rate  matter  right."  Let  the  railroads  carry  it  or  let  the  express 
companies  carry  it.  Then  the  question  would  devolve  upon  the  rail- 
roads alone,  taking  this  commodity. 

A  special  condition  exists.  Say  there  is  a  2-pound  package  origi- 
nating at  a  distance  of  27  miles.  By  express  and  frieght  combined  in 
our  State  it  would  cost  55  cents.  These  are  the  conditions.  These 
things  are  urgent  and  should  be  brought  directly  by  freight.  The 
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United  States  postal  service  has  under  discussion  this  question  of 
whether  they  will  take  packages  of  more  than  4  pounds.  That  : 
question  that  is  coming  before  us,  and  I  would  be  glad  if  the  United 
States  Postal  Department  were  compelled  to  handle  this  matter, 
because  they  can  reach  so  many  places  where  the  express  company 
does  not  go.  A  freight  man  said  to  me,  "  We  are  putting  in  a  certain 
tariff."  I  said,  "  Put  the  tariff  in  and  let  the  commodity  take  care  of 
itself."  I  believe  the  same  thing  about  express  companies.  Put  in 
the  tariffs,  put  the  price  right  for  the  service.  It  makes  no  difference 
who  handles  it. 

Mr.  OGLESBY,  of  Missouri.  Can  I  ask  the  gentleman  a  question:  In 
your  State  do  you  have  free  delivery  of  freight  or  express  in  towns  ? 

Mr.  MCKNIGHT,  of  Arkansas.  In  Arkansas  we  do. 

Mr.  OGLESBY,  of  Missouri.  Can  you  compel  an  express  company  to 
deliver  a  package  in  a  small  town  to  its  house  number  in  the  town 
limits? 

Mr.  MCKNIGHT,  of  Arkansas.  We  can.  The  law  reads  this  way: 
So  far  as  reasonable.  Now,  I  do  not  believe  we  could  go  in  a  town 
of  200  inhabitants  and  say  to  an  express  company,  "  You  must  de- 
liver this  article  in  this  town."  But  if  the  size  justifies  it,  we  can  do 
it.  We  had  up  recently  a  case  of  that  kind,  in  the  northern  part  of 
our  State,  and  it  was  adjusted  before  it  came  to  trial.  We  can  do  so 
if  it  is  justified. 

Mr.  OGLESBY,  of  Missouri.  Can  you  compel  a  railroad  to  deliver 
freight  in  the  town,  away  from  the  depot  ? 

Mr.  MCKNIGHT,  of  Arkansas.  I  believe  not. 

Mr.  OGLESBY,  of  Missouri.  Would  not  that  have  some  effect  ?  Sup- 
pose the  railroad  company  is  handling  express,  and  should  say  they 
would  not  deliver  beyond  the  depot  ? 

Mr.  MCKNIGHT,  of  Arkansas.  The  statute  that  regulates  the  han- 
dling of  express  matter  could  also  regulate  that.  If  the  express  com- 
panies handle  it  with  teams,  the  railroad  companies  could  do  it  with 
the  same  teams,  the  same  agents,  the  same  men. 

Mr.  OGLESBY,  of  Missouri.  Can  you  compel  them  to  do  it? 

Mr.  MCKNIGHT,  of  Arkansas.  The  law  that  governs  delivery  by  ex- 
press would  govern  the  delivery  by  the  railroads. 

Mr.  OGLESBY,  of  Missouri.  In  my  State  you  can  not  compel  the  free 
delivery  of  freight,  only  where  they  see  fit,  nor  can  you  compel  the 
free  delivery  of  express,  although  they  do  do  it.  Would  the  railroads 
handle  express  the  same  as  they  do  handle  freight?  Suppose  they 
would  say  that  they  would  not  give  it  delivery  ?  Would  not  that  have 
some  effect  upon  this  matter? 

Mr.  MCKNIGHT,  of  Arkansas.  It  would  be  a  question  of  the  statute. 

Mr.  OGLESBY,  of  Missouri.  It  would  be  a  question  that  is  very  im- 
portant. 
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Mr.  MCKNIGHT,  of  Arkansas.  I  see  no  reason  why  the  railroad 
companies  could  not  handle  it  as  well  as  the  express  companies. 

Mr.  OGLESBY,  of  Missouri.  Provided  they  will  do  so. 

Mr.  MCKNIGHT,  of  Arkansas.  We  might,  of  course,  just  eliminate, 
and  say,  in  the  face  of  no  statute,  that  we  will  compel  the  express 
companies  to  go  out  of  the  express  business.  Suppose  we  should  say 
to  the  express  companies,  "  We  are  going  to  turn  the  business  over  to 
the  railroads;  there  is  no  statute."  The  railroads  might  say,  "We 
will  not  handle  those  packages  at  all."  We  might  assume  that. 

Mr.  OGLESBY,  of  Missouri.  Oh,  no.  You  can  compel  them  to  handle 
the  business,  but  you  can  not  compel  them  to  deliver  it. 

Mr.  RICE,  of  South  Dakota.  Has  not  the  legislature  or  Congress  as 
much  power  to  require  service  from  a  railway  company  as  it  has  to 
require  it  from  an  express  company? 

Mr.  OGLESBY,  of  Missouri.  Yes.  That  is  why  I  was  asking  the 
question;  that  is  all. 

Mr,  RICE,  of  South  Dakota.  I  expected  it  would  require  new  legis- 
lation. 

Mr.  MACLEOD,  of  Massachusetts.  It  seems  to  me  that  this  association 
is  going  to  be  very  slow  in  going  so  far  as  is  suggested  by  this  reso- 
lution. We  will  be  taking,  it  seems  to  me,  a  very  radical  step  in 
attempting  to  initiate  legislation  that  would  summarily  put  these 
big  express  companies  altogether  out  of  business.  That  is  going  a 
little  faster  than  I  believe  it  is  proper  for  us  to  go.  It  is  also  objec- 
tionable.on  practical  grounds,  because  I  do  not  believe  we  should  try 
to  secure  some  remedy  which  invites  such  serious  difficulties  as  this 
if  it  is  possible  to  proceed  along  lines  of  less  resistance.  Tt  seems 
to  me  this  whole  subject  is  simply  one  of  having  a  proper  charge  for 
the  service  rendered.  If  it  should  be  determined,  for  example,  that 
the  proper  charge  for  the  collection  and  delivery  of  a  certain  article 
should  be  25  cents  and  the  proper  charge  for  carrying  that  article 
on  the  train  should  be  50  cents,  then  the  total  reasonable  charge  to 
the  consignor  should  be  75  cents. 

It  does  not  make  a  particle  of  difference  to  the  consignor  whether 
that  75  cents  is  paid  to  the  railroad  company  and  the  railroad  com- 
pany transacts  the  whole  business  or  whether  that  amount  is  paid  to 
the  express  company,  provided  the  entire  charge  represents  no  more 
than  a  reasonable  return  to  the  express  company  for  its  service  and 
a  reasonable  return  to  the  railroad  company  for  the  service  which  it 
renders.  If  the  rates  for  the  two  component  parts  of  the  service  are 
reasonable,  the  ultimate  rates  will  be  reasonable,  and  the  handling  of 
the  entire  service  by  one  agency  would  not  seem  to  me  to  serve  any 
useful  purpose.  On  the  other  hand,  it  will  open  the  door  so  wide  to  a 
step  which  seems  too  far-reaching  and  too  radical  at  this  stage  of  the 
investigation.  I  believe  that  we  should  have  ;i  more  complete  investi" 
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gat  ion  of  this  subject  and  something  in  the  nature  of  concrete  recom- 
mendations by  the  committee  which  will  have  this  matter  in  charge 
next  year.  I  hope  that  this  convention  at  the  proper  time  will  in- 
siruct  that  the  committee  prepare  some  definite  recommendations  in 
i<s  report  of  practical  methods  by  which  in  the  opinion  of  the  com- 
mittee the  express  conditions  can  be  remedied  and  improvements 
made  in  the  service.  When  we  have  the  matter  before  us  in  thai 
form,  after  mature  deliberation  by  the  committee,  and  when  the 
recommendations  have  been  properly  safeguarded  as  the  result  of  a 
full  investigation  of  the  whole  subject,  it  seems  to  me  we  will  then  be 
in  a  very  much  better  position  to  consider  the  whole  matter  in  an 
intelligent  way. 

Mr.  WATSON,  of  Oklahoma.  In  repty  to  the  gentleman  from  M:.- 
sachusetts,  I  want  to  say  that  in  making  express  rates,  if  you  make 
them  on  the  basis  of  the  property  invested,  yon  will  have  to  fix  a 
higher  rate  than  you  would  if  you  made  them  upon  the  basis  of  the 
property  invested  by  the  railroad  company.  Now,  in  carrying  the 
express  business  over  the  railroad,  the  railroad  companies  have  a 
valuation  on  which  they  demand  an  earning,  and  the  express  com- 
panies have  a  valuation  on  which  they  demand  an  earning.  There 
you  have  two  companies  that,  in  one  sense  of  the  word,  you  are  forced 
to  give  a  valuation  to.  In  other  words,  you  are  forced  to  give  to  both 
of  those  companies  a  valuation  upon  the  amount  of  property  they 
have  invested  in  handling  this  business. 

But  if  it  was  confined  to  one  company,  to  the  railroad  company, 
alone,  in  fixing  the  rate  you  would  only  have  to  take  into  considera- 
tion the  value  of  the  railroad  property;  and,  therefore,  you  could 
afford  to  make  a  reasonable  earning  upon  the  investment,  better  than 
you  can  fix  a  rate  upon  earnings  of  two  companies  that  are  handling 
this  business.  Therefore  the  argument  is  wholly  in  favor  of  the  com- 
pany that  you  will  only  have  to  fix  an  earning  upon  one  investment. 
So.  my  friends.  I  do  not. see  anything  in  the  way  of  providing  for 
the  railroad  to  handle  this  business.  Then,  take  into  consideration, 
my  friends,  the  salaries  paid  the  officers  of  the  express  companies. 
Why,  gentlemen,  all  of  you  know  that  the  salaries  of  the  presidents 
of  the  express  companies  in  the  United  States  average  something  like 
000  a  year,  half  of  what  the  President  of  the  United  States  is 
getting.  The  average  salary  paid  the  treasurers  of  these  express  com- 
panies, I  think,  is  about  $15,000  a  year.  The  average  salary  paid  the 
secretaries  of  these  companies,  I  think,  is  about  $12,500  a  year. 

In  abolishing  the  express  companies  and  having  the  railroad  com- 
panies handle  this  business,,  you  see  what  an  immense  sum  you  save 
upon  the  salaries  of  these  officers.  Then  it  will  enable  those  that  are 
fixing  the  rates  upon  express  companies,  or  handling  this  express  for 
the  railroads,  to  take  into  consideration  only  one  investment,  instead 
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of  two.  I  do  not  wish  to  force  this  upon  the  people  at  once,  without 
thinking  over  these  matters,  but  I  do  not  see  any  reason  why  we  should 
not  bring  this  question  before  the  people  and  discuss  it  in  all  of  its 
phases.  I  believe  the  sooner  we  take  definite  action  upon  this  im- 
portant question  the  quicker  we  give  the  people  of  the  United  States 
relief  upon  that  one  subject.  Nor  do  I  see  that  we  would  gain  any- 
thing by  waiting.  These  are  questions  that  confront  us  that  we 
know  to  be  facts.  When  we  have  the  facts  before  us,  I  do  not  se& 
that  we  can  gain  anything  by  delaying  action  upon  those  facts. 

But  if  the  majority  of  the  association  want  to  delay  for  another 
year,  I  hope  they  will  take  into  consideration  these  questions  that 
I  have  presented — the  amount  of  salaries  paid  the  officers  of  these 
express  companies,  and  then,  second,  in  fixing  the  rate  upon  this 
company  for  handling  this  express  business  you  will  only  have  to 
take  into  consideration  the  value  of  property,  whereas  now  you  have 
to  take  into  consideration  the  value  of  the  two  properties  in  order  to 
give  both  an  earning  upon  their  investment.  The  railroad  companies 
practically  own  the  express  cars  of  the  United  States  in  which  this 
express  business  is  carried.  So  far  as  the  picking  up  and  delivering 
of  the  express  business  is  concerned,  it  can  be  provided  for  and 
handled  in  the  same  manner  in  which  it  is  handled  to-day.  There  are 
many  of  the  States  that  have  towns  in  them  which  are  too  small  to 
provide  for  free  delivery  of  express  business.  But  where  the  towns 
are  large  enough  to  justify  a  free  delivery,  that'  can  be  provided  for 
the  same  as  the  express  companies  are  providing  for  it  to-day. 

So  that  when  you  consider  every  phase  of  this  question,  I  see  noth- 
ing to  prevent  us  from  asking  the  Congress  of  the  United  States  to 
enact  into  lawr  a  bill  providing  for  the  railroad  companies  to  handle 
the  express  business.  Some  gentlemen  might  say,  "  You  destroy  the 
stocks  and  values  of  express  companies."  Why,  gentlemen,  from 
looking  into  and  reading  this  pamphlet,  you  will  see  that  they  own 
stocks  in  a  number  of  trunk-line  railroads  in  the  United  States.  So 
far  as  destroying  the  capital  stock  of  their  companies  is  concerned^  I 
doubt  if  there  is  any  man  in  this  audience  that  can  get  any  informa- 
tion to  show  that  there  ever  was  one  dollar  of  the  capital  stock  of 
those  companies  paid  in.  If  that  be  true,  my  friends,  you  have  got 
nothing  to  destroy.  That  is,  the  companies  will  lose  nothing,  because 
they  paid  nothing  in  on  the  capital  stock.  The  earnings  have  been 
taken  care  of,  and  we  see  where  they  are  invested  so  that  they  are 
taken  care  of. 

If  there  is  a  provision  made  by  which  the  railroad  companies  shall 
handle  this  express  business,  I  believe  that  no  stockholders  in  the  ex- 
press companies  to-day  have  received  a  greater  earning  upon  the 
money  they  have  invested  than  any  of  us  upon  any  investment  that 
we  have  made  in  any  business  in  which  we  are  engaged.  So  I  think 
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the  argument  is  wholly  on  the  side  of  our  asking  Congress  to  provide 
a  law  by  which  the  railroad  companies  shall.  handle  the  express  busi- 
ness in  a  manner  which  will  result  in  a  saving  to  the  people  who 
patronize  such  companies  of  at  least  20  or  25  per  cent  on  what  th»-v 
have  to  pay  the  company  to  carry  the  busine 

Mr.  MORLEY,  of  Montana.  There  has  been  no  expression  of  opinion 
from  the  Northwestern  States,  and  I  therefore  rise  to  agree  with  the 
gentleman  from  Massachusetts  and  to  touch  upon  one  phase  of  the 
matter  that  has  not  already  been  spoken  of.  We  in  Montana  have 
already  taken  care  of  the  express  question  in  so  far  as  we  can  at  the 
present  time.  We  have  disassociated  express  and  freight  rates. 
There  is  no  connection  between  them  whatsoever.  Our  tariffs  are  in 
effect  and  are  giving  satisfaction.  The  phase  that  I  wish  to  speak 
of  is  that  nothing  has  been  said  about  disturbing  industrial  conditions 
by  radical  action  on  our  part.  I  believe  that  when  we  say  to  Con- 
gress, or  ask  Congress,  to  pass  a  law-  that  will  cover  this  entire  ques- 
tion we  should  make  such  recommendations  as  will  cause  them  to 
pass  an  act  that  will  fully  cover  all  of  the  necessities  of  transporta- 
tion at  this  time. 

Commercial  and  industrial  conditions  are  very  closely  allied,  and 
you  can  not  disturb  one  without  disturbing  the  other.  And  when 
you  start  out  to  take  radical  action  you  must  be  very  careful  that 
your  recommendations  cover  all  the  necessities  surrounding  the 
movement  of  property  throughout  the  United  States.  I  therefore 
feel  that  we  should  be  very  careful  in  making  our  recommendations  ; 
we  should  take  enough  time  and  be  particular  in  particularizing,  so 
that  they  will  know  what  we  are  attempting  to  get  at,  and  we  first 
ourselves  will  know  what  we  are  talking  about  before  we  make  any 
recommendations. 

Mr.  THORNE,  of  Iowa.  I  believe  that  the  gentlemen  who  are  asking 
for  the  passage  of  this  resolution  represent  a  sentiment  that  is  pro- 
foundly prevalent  throughout  this  countiy.  There  is  a  feeling  in  the 
country  as  a  whole  that  the  express  companies  are  making  unwar- 
ranted profits  and  that  some  governmental  action  should  be  taken  to 
protect  the  consumers  and  shippers  of  the  country.  But,  on  the  other 
hand,  gentlemen,  there  are  other  ways  of  accomplishing  precisely  the 
same  thing.  There  may  be  some  legal  question  whether  Congress 
would  have  authority  to  require  a  service  after  a  shipment  has 
reached  the  town.  All  the  necessary  facilities  to  transportation  be- 
tween towns  can  be  required,  or  if  they  furnish  such  facilities  to  one 
group  of  shippers  you  can  require  them  to  furnish  the  same  facilities 
to  others.  But  there  is  some  legal  question  about  requiring  railway 
companies  to  deliver  articles  or  to  gather  them  together.  There  is 
also  some  question  in  my  mind  but  what  the  Government  itself 
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should  not  :i(Io])t  some  means  of  handling  this  kind  of  business  in 
their  postal  system. 

Now,  the  thought  that  these  gentlemen  have  suggested  is  sound, 
;md  the  country  as  a  whole  believes  it  is  sound,  I  think,  without  any 
doubt.  But  there  are  many  phases  of  this  question  that  must  be 
considered,  and  I  think  it  is  extremely  unfortunate  that  we,  sitting 
here  to-day,  Avithout  an  investigation,  should  commit  ourselves  upon 
these  questions  in  a  definite,  positive  manner,  and  I  would  be  op- 
posed to  adopting  the  report  of  the  committee  next  year  if  they  came 
in  here  with  such  definite  recommendations  in  which  I  myself  did 
not  take  part  in  the  investigation.  I  have  great  confidence  in  the 
members  of  that  committee,  but  I  doubt  whether  I  would  want  to 
commit  myself  upon  their  sole  judgment.  These  discussions  that  we 
have  had  here  are  invaluable.  I  think  that  Mr.  Rice's  suggestions 
are  a  distinct  contribution  to  our  session.  They  have  aroused  discus- 
sions of  importance.  But  we  in  rejecting  this  motion  might  be  in- 
terpreted as  in  support  of  the  present  system,  and  I  most  emphatically 
am  not  in  support  of  that  present  system.  Therefore,  I  move  that 
the  resolution  be  referred  to  the  committee  making  the  report  on 
express  matters. 

Mr.  RICE,  of  South  Dakota.  I  see  no  reason  why  we  should  not 
vote  on  this  one  way  or  the  other.  It  is  presented  here  fair  and 
square,  and  I  think  the  motion  to  refer  is  simply  dodging  the  question. 

Mr.  WHITE,  of  Kansas.  I  hope  there  will  be  no  short  cut  on  this 
matter.  This  question  has  been  agitated  for  some  time.  It  is  a 
question  whether  or  not  a  recommendation  from  this  body  to  Con- 
gress is  proper  at  this  time.  That  is  the  question.  There  is  no 
question  about  instructing  the  board  or  the  Interstate  Commerce 
Commission.  They  are  not  bound  by  any  act  we  do  here  to-day. 
AVe  simply  recommend,  if  we  believe  it  is  the  right  thing  to  do,  to 
Congress  that  the  railroads  be  required  to  perform  this  service. 
There  is  no  question  but  what  Congress  has  the  power  to  compel  the 
railroads  to  deliver  property  at  a  station,  and  then  they  can  extend 
that  power  to  a  delivery.  It  seems  to  me  we  ought  to  go  on  record 
and  vote  squarely  on  this  proposition.  If  the  time  has  not  come  to 
do  it,  the  Congress  probably  would  recognize  that  fact.  If  the  ma- 
jority of  these  railroad  commissioners  believe  that  it  is  better  to  leave 
the  question  where  it  is  now,  why,  vote  it  down.  But  let  us  vote  on  it 
squarely. 

Mr.  BERRY,  of  Illinois.  I  think  we  are  forgetting,  possibly,  in  this 
discussion  two  or  three  important  matters.  We  should  not  forget  that 
prior  to  the  enactment  of  the  interstate  commerce  act  the  railroads 
were  practically  without  control.  The  interstate  commerce  act  is  of 
age.  to-day  and  it  has  taken  all  of  these  years  to  accomplish  what 
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has  been  accomplished.  Under  the  general  management  of  the  State 
commissions  and  the  Interstate  Commission  the  several  transporta- 
tion companies  of  the  United  States  are  to-day  very  well  under  con- 
trol. During  all  of  these  years,  while  investigating  legislation  and 
legislating  in  relation  to  railroads,  the  express  companies  were  not 
considered.  The  investigation  and  attempt  at  regulation  of  express 
companies  is  of  recent  origin.  Our  commission,  being  one  of  the  first, 
began  about  two  years  ago  to  investigate  express  matters,  and  we 
went  into  it  very  fully,  as  far  as  any  State  commission  could  under 
the  circumstances  and  with  the  time  and  means  at  our  command. 
In  reading  the  evidence  taken  before  our  commission  at  that  time 
and  in  preparing  the 'opinion  for  the  commission,  it  occurred  to  me 
and  I  stated  it  seemed  to  me  the  time  might  come  when  there  would 
be  no  legitimate  place  in  transportation  for  express  companies.  This 
was  not  a  clear  vision  by  any  means  and  is  not  a  sure  proposition 
now;  yet  it  looks  like  it  might  sooner  or  later  be  accomplished. 

Then  we  came  to  this  convention  a  year  ago  and  this  committee 
was  appointed.  They  have  taken  testimony  in  several  places  and 
have  given  the  matter  careful  consideration.  This  shadow,  or  what- 
ever we  may  call  it,  has  grown  somewhat  bigger  to  this  committee  as 
we  have  looked  into  it,  and  we  have  submitted  that  question  for  your 
consideration. 

But  I  think  this  body  or  any  other  body  would  have  been  consid- 
ered very  radical  if  they  had  concluded  after  one  year's  investigation, 
or  two  years  at  the  limit,  to  abolish  railroads,  to  abolish  other  cor- 
porations— the  terminal  corporations,  for  instance. 

The  express  companies  and  the  railroad  companies  are  not  the 
only  two  classes  of  transportation  that  are  working  together.  There 
are  some  people  who  think  the  terminal  railroad  companies  in  cities, 
that  pick  up  the  freight  for  the  main  line  and  carry  it  across  or 
through  the  city,  ought  to  be  abolished  and  that  the  railroad  company 
ought  to  be  required  to  do  that  without  paying  twice.  I  think  it 
would  be  considered  very  radical  if  we  would  say  that  all  should  be 
done  by  one  railroad. 

I  doubt  the  legal  proposition — in  fact,  I  am  willing  to  stake  my 
reputation  as  a  lawyer  upon  the  statement  that  Congress  would  not 
undertake  to  say  to  any  railroad  or  common  carrier :  "  You  must 
get  a  horse  and  wagon  and  go  around  to  Tom  Jones,  or  anybody  else, 
and  gather  up  freight  for  your  business." 

There  is  a  legitimate  place  in  the  world  to-day  for  an  express 
company.  The  value  of  the  express  business  to-day  in  the  larger 
cities  is  all  because  of  the  pick-up  and  delivery  service. 

If  there  is  a  lawyer  here  who  thinks  Congress  or  a  State  legislature 
could  require  a  common  carrier  to  go  out  and  gather  it  up,  go  around 
from  house  to  house  and  ask  whether  there  is  any  express  or  freight 
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(hey  wanted  to  send,  and  then  when  they  got  back  to  the  depot 
whore  their  own  terminal  ended  take  another  wagon  and  deliver 
a round,  all  over  the  country,  I  would  like  to  hear  from  him. 

Suppose  we  should  abolish  express  companies  by  law  and  put  the 
law  into  effect  to-morrow,  and  also  state  that  railroads  must  do  the 
express  business.  Suppose  they  should  decline  to  do  it.  I  know  of 
no  means  by  which  any  State  or  the  Interstate  Commission  could 
compel  a  railroad  to  do  that  part  of  the  express  business  which  is 
peculiar  to  it;  namely,  its  pick-up  and  delivery  business.  Upon  the 
oilier  hand,  if  they  said  we  will  do  the  express  business,  they  con  Id 
do  but  a  small  part  of  it  without  a  long  time  to  organize  their  forces, 
because  the  express  companies,  whatever  may  be  said  about  them, 
are  a  great  organization  and  are  well  equipped  in  every  way  to 
transact  the  business  which  they  are  doing. 

Mr.  RICHARDS,  of  South  Carolina.  Did  Congress  have  to  pass  an 
act  requiring  them  to  do  that?  That  is,  the  pick-up  business? 

Mr.  BERRY,  of  Illinois.  No. 

Mr.  RICHARDS,  of  South  Carolina.  Does  it  not  naturally  follow 
(lie  railroads  must  do  the  same  thing? 

Mr.  BERRY,  of  Illinois.  I  do  not  know  whether  they  would  or  not. 
J  am  talking  now  about  whether  or  not  they  can  be  compelled  to 
do  it.  This  resolution  requires  Congress  to  pass  a  law  requiring  the 
railroads  to  do  the  express  business.  I  believe  the  time  will  come 
when  the  railroad  companies  will  do  in  a  large  measure,  if  not 
entirely,  the  express  business  of  the  country.  In  .other  countries 
they  are  performing  this  service,  and  in  some  cases  doing  it  well. 
I  believe  it  will  come  in  the  United  States,  but  it  will  come  slowly 
find  can  not  be  put  into  operation  by  a  simple  act  of  Congress.  It 
must  be  a  natural  outgrowth  of  conditions.  Conditions  point  in  that 
direction,  and  if  this  association  believes  that  it  is  wise,  it  is  for 
us;  to  assist  in  promoting  this  matter  in  a  proper  way.  But  we  are 
unable,  in  my  judgment,  with  the  information  we  have  before  us  to 
work  out  a  plan,  even  if  within  our  powrer  to  do  so,  at  this  time. 
The  States  all  over  the  Union  are  investigating  this  question,  and  I 
am  very  much  inclined  to  believe,  from  the  discussion  here,  that  the 
States  which  have  investigated  it  the  most  and  have  gone  into  the 
details  the  deepest  are  the  ones  that  are  the  most  cautious  as  to  what 
they  are  going  to  do  right  now.  None  of  them,  in  my  judgment, 
have  decided  just  what  step  is  best  to  take. 

I  believe  firmly  in  my  own  mind  that  the  time  will  come,  and  is 
coming  as  rapidly  as  great  transportation  problems  can  be  solved, 
when  the  express  companies  will  be  out  of  business  and  that  the  mat- 
ter will  solve  itself. 

In  the  larger  cities  to-day  a  great  deal  of  local  express  matter  is 
being  taken  care  of  by  large  manufacturing  establishments  delivering 
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their  express  matter  30  and  <40  miles  by  automobiles.    They  are  solv- 
ing a  great  deal  of  the  express  situation. 

The  largest  house  in  the  city  of  Chicago  to-day  is  delivering  its 
express  matter  which  it  used  to  send  by  the  express  companies  20,  30, 
and  40  miles  by  an  entirely  different  transportation  method. 

Now,  it  seems  to  me  that  with  only  one  year's  investigation  by  this 
body,  and  with  nearly  every  State  in  the  Union  investigating  what 
is  the  proper  thing  to  do,  and  the  fact  that  in  a  year  from  now  we 
may  not  only  have  reports  from  several  States,  but  that  we  may  have 
a  most  important  report  from  the  Interstate  Commerce  Commission 
as  to  interstate  matters,  we  will  be  exceedingly  unwise  to  undertake 
to  abolish  with  a  club  a  great  enterprise. 

And  whatever  may  be  said  about  express  companies,  they  have  in 
the  past  filled  a  great  want  in  the  transportation  world.  I  have  as 
little  use  for  them,  in  some  respects,  as  anybody,  but  I  admire  any  set 
of  fellows  that  can  get  up  and  do  as  much  business  as  they  have  done 
and  make  as  much  money  and  be  let  alone  as  long  as  they  have.  I 
admire  a  fellow  that  can  do  a  business  purely  on  his  cheek.  I  admire 
a  set  of  fellows  who  can  go  out  into  this  country  and  issue  $67,900.000 
worth  of  express  orders  and  make  the  banks  of  the  country  cash  them 
for  nothing.  I  admire  that  kind  of  a  fellow.  Tn  1910  these  express 
companies,  without  any  visible  means  of  support,  issued  $67,900,000 
worth  and  every  bank  in  the  country  cashed  them  and  did  business 
with  them.  The  bankers  of  the  country  were  carrying  not  less  than 
$40,000,000  for  them,  and  they  are  carrying  more  this  year.  As  I 
say,  I  admire  that  kind  of  a  set  of  fellows. 

While  we  have  permitted  this  to  be  carried  on  for  all  these  years 
without  interference  upon  our  part,  and  after  a  little  investigation 
have  just  learned  the  facts,  that  will  not  justify  us  in  taking  radical 
action  at  this  time  to  abolish  the  entire  system.  It  has  become  a 
part  of  the  great  commercial  interests  of  the  country,  and  we  should 
hesitate,  in  fact  we  should  refuse,  to  take  any  step  that  would  at  this 
time,  in  the  most  remote  degree,  injure  any  great  enterprise  or  deal 
with  it  rashly  without  injuring  many  others  with  which  it  is  in  the 
very  nature  of  things  very  closely  connected. 

But  it  is  a  big  concern,  as  the  gentleman  from  Montana  has  said. 
He  struck  the  keynote.  It  is  a  great  enterprise,  men,  and  it  can 
not  be  struck  down  in  an  hour.  I  think  the  evidence  before  us 
showed  that  over  95  per  cent — a  very  large  per  cent;  I  would  not 
undertake  to  say  just  what,  but  a  very  large  per  cent— of  the  express 
business  is  in  very  small  packages  that  would  come  largely  within 
the  postal  service  if  such  would  be  inaugurated.  The  railroads  are 
not  doing  it;  they  have  no  means  of  doing  it.  It  would  take  the 
railroads  years  to  organi/e  along  these  lines;  to  take  up  this  business 
and  carry  it  on.  1  would  like  to  hear  every  man  express  his  views  on 
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this  subject  for  the  benefit  of  this  committee,  if  it  should  be  continued 
another  year. 

T  think  this  body  would  make  a  great  mistake  to  pass  any  resolu- 
tion undertaking  to  abolish  any  great  means  of  transportation  in 
this  country  and  with  no  more  information  before  it  than  we  have 
at  this  time  upon  this  subject. 

The  PRESIDENT.  I  would  like  to  ask  Mr.  Berry  a  question  just  to 
understand  the  proposition  he  has  stated.  Did  you  state,  as  your 
opinion,  that  Congress  was  without  authority  to  pass  an  act  requiring 
the  railroad  companies  to  perform  this  service? 

Mr.  BERRY,  of  Illinois.  No,  sir ;  I  said  I  do  not  think  Congress  has 
any  power  to  compel  a  common  carrier  to  go  out  through  the  streets 
of  any  town  or  city  and  deliver  goods  after  they  have  brought  them 
to  their  station — that  is,  to  do  a  pick-up  and  delivery  business — 
under  the  laws  as  they  are  now  tind  under  the  respective  charters  of 
the  respective  railroads.  The  laws  of  the  country  are  well  settled 
that  a  common  carrier  must  take  goods  delivered  to  it  for  carriage 
and  deliver  the  same  at  their  depots  or  stations.  I  do  not  believe  that 
Congress  or  any  State  legislature  could  or  would  go  so  far  as  to  pass 
an  act  to  require  a  common  carrier  to  go  out  and  solicit  business,  to 
buy  horses  and  wagons  and  hire  men  to  go  out  in  the  towns  and  cities 
to  do  a  pick-up  and  delivery  business. 

Mr.  ROBINSON,  of  South  Dakota.  Is  there  not  in  every  State  ma- 
chinery that  is  organized  to  do  that  business  ?  Is  there  a  parcel  ar- 
riving in  any  depot  in  the  United  States  that  would  not  find  a  trans- 
portation company  ready  to  deliver  it?  You  know  that  as  well  as 
I  do. 

Mr.  BERRY,  of  Illinois.  Yes ;  I  presume  that  is  so. 

Mr.  ROBINSON,  of  South  Dakota.  And  that  simply  can  be  carried 
forward  to  the  same  purpose  without  any  trouble,  without  any  laws. 
The  American  people  can  do  that  without  any  trouble.  You  go  here 
to  the  depot  and  your  trunk  is  carried  by  transportation  companies 
all  over  this  city  or  all  over  any  other  city.  So  it  would  be  in  regard 
to  every  package  of  freight,  no  matter  how  it  comes. 

Mr.  BERRY,  of  Illinois.  It  is  not  delivered.  It  is  not  picked  up  or 
delivered  either  unless  I  pay  for  it.  Not  by  any  means. 

Mr.  ROBINSON,  of  South  Dakota.  You  say  you  admire  a  corpora- 
tion that  is  able  to  issue  a  large  amount  of  stock  and  then  get  back  a 
profit  on  it.  Do  you  wish  to  perpetuate  that  sort  of  thing? 

Mr.  BERRY,  of  Illinois.  No,  sir ;  I  do  not. 

Mr.  ROBINSON,  of  South  Dakota.  Why  do  you  not  stand  up  and 
vote  like  a  man  and  let  this  thing  be  eliminated,? 

Mr.  BERRY,  of  Illinois.  My  answer  to  that  question  is,  I  am  in 
favor  of  doing  things  according  to  law.  I  am  not  in  favor  nor  do  I 
propose  to  stand  up  and  vote  as  a  man  or  as  a  lawyer  directing  Con- 
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gress  or  any  State  to  do  something  that  I  do  not  think  they  have  any 
power  to  do.  In  answer  to  another  question,  we  have  all  this  ma- 
chinery which  has  been  suggested,  that  is  true,  but  it  would  have  to 
be  reorganized  in  every  particular  if  the  express  companies  went  out 
of  business. 

Let  me  tell  you  another  thing.  Not  nearly  all  of  those  express 
companies  are  corporations  at  all.  Several  of  them  are  private  enter- 
prises, copartnerships. 

It  is  a  big  question.  I  believe  in  the  end  we  are  trying  to  accom- 
plish, and  I  believe  that,  just  as  a  lot  of  other  things  have  transpired 
in  transportation  matters,  eventually  this  matter  will  be  elimi- 
nated. It  will  be  done  by  the  States  of  the  Union  and  it  will  be 
done  by  the  Interstate  Commerce  Commission,  whether  these  com- 
mon carriers  be  one  or  two.  If  they  continue  to  be  two,  they  will 
carry  articles  for  what  is  right;  and  it  does  not  make  a  bit  of  differ- 
ence whether  there  are  two  companies  to  do  it  or  whether  there  is 
one  so  long  as  they  do  it  at  a  proper  price.  We  will  find  out  exactly 
what  one  company  ought  to  do  it  for,  and  then  we  will  fix  the  price, 
both  nationally  and  in  the  States,  Mr.  President,  and  then  if  they 
want  to  do  a  two  business,  let  them  do  it. 

The  thing  is  for  us  to  determine  what  they  ought  to  have  to  carry 
these  goods,  whether  they  are  carried  by  the  express  company  or  the 
railroad,  whether  it  is  done  by  the  railroads  alone  or  by  the  express 
companies  alone. 

There  are  a  number  of  railroads  in  the  United  States  that  own  an 
express  company  absolutely ;  they  own  the  whole  business.  It  is  all 
theirs,  and  this  elimination  would  not  affect  them. 

Our  commission  put  this  tariff  in  force  in  Illinois  and  we  under- 
took to  say  by  that  tariff  what  was  right,  intrastate,  to  carry  goods 
by  express,  and  that  tariff  is  now  in  force  in  Illinois.  It  is  imma- 
terial to  the  Illinois  commission  or  to  the  people  of  Illinois  whether 
the  business  is  done  by  the  Adams  Express  Co.  or  by  the  Chicago 
&  Alton  Railroad  Co.,  or  by  both,  if  it  is  done  for  a  reasonable  price. 
If  our  people  are  getting  express  service  by  a  combination  of  the 
Adams  Express  Co.  and  the  Chicago  &  Alton  Railroad  Co.  and  they 
are  satisfied,  it  makes  no  difference  to  them  whether  they  are  one  or  two 
utilities  engaged  in  this  traffic.  The  thing  the  people  are  interested 
in  is  to  get  the  service  at  a  reasonable  price  and  get  good  service. 
I  repeat  it  would  be  a  mistake,  in  my  judgment,  for  us  to  undertake 
to  legislate  any  means  of  transportation  out  of  business.  Let  us, 
instead  of  abolishing  it  or  attempting  to  abolish  these  great  transpor- 
tation companies,  regulate  them  and  regulate  them  right. 

The  PRESIDENT.  I  want  to  ask  the  gentleman  from  Illinois  another 
question.  The  railroad  company  that  is  conducting  it  own  express 
business  m>\v.  to  which  yon  refer,  makes  a  contract,  however,  between 
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its  express  company  and  its  railroad  company  on  the  basis  of  what 
other  express  companies  have  made  with  other  railroad  companies. 
Is  that  not  true? 

Mr.  BERRY,  of  Illinois.  Beyond  any  question. 

The  PRESIDENT.  The  object  as  sought  by  the  gentleman  from  South 
Dakota  is  to  do  away  with  that  contract  proposition",  is  it  not? 

Mr.  BERRY,  of  Illinois.  I  do  not  know  how  you  could  prevent  the 
corporation  from  carrying  out  the  contract  if  they  wanted  to  do  so. 

The  PRESIDENT.  I  asked  the  question  merely  to  get  a  better  under- 
standing; that  is  all.  The  object  the  gentleman  from  South  Dakota 
seeks  to  accomplish  is  to  do  away  with  the  contracts  between  express 
companies  and  the  railroad  companies,  whether  they  be  separate 
companies  or  the  same  people. 

Mr.  BERRY,  of  Illinois.  Yes,  sir. 

The  PRESIDENT.  Which  would  do  away  with  paying  half  of  the 
gross  receipts  of  express  to  the  railroad  companies. 

Mr.  BERRY,  of  Illinois.  Not  necessarily,  for  this  reason — I  am  op- 
posed to  the  system  of  contracts  between  the  railroads  and  express 
companies,  for  this  reason :  Mr.  Staples,  of  Minnesota,  puts  one  phase 
of  it,  where  they  pay  a  certain  per  cent  of  gross  earnings — 55  per 
cent — to  the  railroad  companies  for  carrying  a  certain  amount  for 
carrying  certain  things.  Then,  if  you  find  out  that  the  pick-up  and 
delivery  service  is  not  worth  45  cents,  but  should  be  reduced,  then, 
when  you  reduce  it,  especially  when  the  express  companies  want  to 
raise  the  price,  they  have  to  raise  it  twice  as  much  to  get  even  with 
the  railroads.  The}^  play  both  ends  against  the  middle. 

I  am  opposed  to  the  contract  system  they  now  have,  but  that  is  a 
matter  of  regulation.  That  is  one  of  the  'things  that  ought  to  be 
regulated.  In  my  judgment  the  greatest  vice  in  the  whole  business 
is  the  one  of  contracts  between  the  express  companies  and  the  railroad 
companies. 

I  say  frankly  that  I  have  been  interested  in  investigations,  and  I 
have  yet  to  find  out  where  the  railroads  quit  and  the  express  compa- 
nies begin,  they  are  so  interwoven.  That  ought  to  be  regulated.  But 
we  can  not  regulate  it  by  abolishing  one  of  them  at  this  time. 

We  have  just  begun  the  examination  of  a  great  question.  One 
year  is  a  very  short  time  in  which  to  do  it.  Let  us  take  a  little  more 
time.  It  is  a  very  intricate  question.  Do  not  let  us  be  in  too  big  a 
hurry. 

I  am  taking  up  a  great  deal  more  time  than  I  expected  when  I  got 
up,  but  I  have  gone  into  this  matter,  as  I  said,  possibly  as  much  as 
anyone  in  our  part  of  the  country  down  in  Illinois,  and  I  have  had 
the  experience  of  being  on  this  committee;  and  I  say  to  you  gentle- 
men that  in  my  judgment  it  would  be  a  serious  mistake  for  us  to  ask 
Congress  to  act  at  this  time. 
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In  my  judgment  there  is  not  a  man  to-day,  not  a  man  in  this  as- 
sembly, who,  if  he  had  the  power  to-day  or  to-morrow  to  blot  out  the 
American  transportation  express  companies,  would  dare  to  do  it. 

Let  us  regulate  it,  and  regulate  it  according  to  law.  And  whenrv.-r 
the  time  comes  that  we  find  \ve  need  more  power  to  regulate,  let  us 
get  it;  but  do  not  let  us  attempt  to  abolish  this  thing  now. 

The  PRESIDENT.  I  want  to  ask  the  gentleman  from  Illinois  another 
question.  The  railroad  company  that  is  conducting  its  own  express 
business  now,  to  which  you  refer,  makes  a  contract,  however,  between 
its  express  company  and  its  railroad  company  on  the  basis  of  what 
other  express  companies  have  made  with  other  railroad  companies? 

The  PRESIDENT.  The  question  before  us  is  the  motion  of  the  gen- 
tleman from  Iowa,  who  moves,  as  a  substitute  for  the  pending  mo- 
tion, that  this  be  referred  to  the  committee  which  will  have  charge 
of  this  subject  during  the  ensuing  year. 

After  a  viva  voce  vote : 

The  PRESIDENT.  The  ayes  seem  to  have  it.  The  ayes  have  it.  and 
the  motion  is  carried. 

Mr.  STAPLES,  of  Minnesota.  I  know  the  hour  is  late,  but  I  think 
we  can  dispose  of  the  balance  of  this  subject  within  a  few  minutes. 
There  are  but  two  topics — one  the  classification  and  graduate  scale, 
and  the  other  the  routing  of  shipments. 

First,  as  to  the  classification  and  graduate  scale,  by  the  elimination 
of  the  objectionable  wording  in  the  latter  portion  of  that  this  morn- 
ing, I  feel  that  the  topic  is  disposed  of.  Of  course.  I  do  not  want  to 
preclude  anyone  discussing  it  here,  but  we  devoted  two  hours  to  it 
yesterday  afternoon. 

The  last  subject  is  "  Routing  of  shipments,"  which,  while  it  is  im- 
portant, I  do  not  believe  the  convention  cares  to  consume  much  time 
upon. 

Without  having  consulted  with  the  committee,  yet  recognizing 
the  necessity  for  fixing  the  number  of  members  which  shall  consti- 
tute the  next  committee  to  be  appointed,  and  basing  my  opinion  upon 
the  experience  during  the  past  year,  lam  going  to  move  as  follows : 
That  the  words  on  page  37.  in  the  eighth  line  of  the  second  para- 
graph, under  the  heading  "  Conclusions,"  and  reading  "  such  member 
or  members  as  the  convention  may  deem  best/'  be  stricken  out  and 
the  number  "  seven  "  substituted.  That  means  that  the  committee 
would  be  fixed  at  seven  members. 

Now,  I  may  be  wrong  in  that,  and  if  the  convention  differs  with 
me  I  will  be  very  glad  to  modify  my  motion. 

Mr.  SULLIVAN,  of  Ohio.  I  move  as  an  amendment  to  that  motion 
that  the  committee  be  enlarged  to  one  member  from  ea«/h  State  com- 
mission. 
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Mr.  STAPLES,  of  Minnesota.  Any  action  that  is  agreeable  to  the 
convention  will  be  agreeable  to  me. 

The  PRESIDENT.  The  motion  of  the  gentleman  from  Minnesota  is 
that  the  committee  to  have  charge  of  this  subject  the  coming  year 
shall  consist  of  seven  members.  There  is  a  substitute  offered  for  that 
motion  that  the  committee  carry  a  member  from  each  State. 

Mr.  STUTSMAN,  of  North  Dakota.  I  would  like  to  ask  Mr.  Staples 
what  his  reasons  are  for  suggesting  the  decrease  in  the  membership  of 
that  committee? 

Mr.  STAPLES,  of  Minnesota.  It  is  clearly  understood  I  have  no  dis- 
position to  dominate  or  control.  I  want  the  instruction  of  this  con- 
vention. 

My  experience  in  the  past  year  was  this :  After  giving  ample  notice 
of  a  general  meeting,  at  what  I  believe  to  have  been  an  opportune 
time,  to  the  several  members  of  the  several  States,  my  memory  is  the 
attendance  was  15  members  out  of  a  committee  composed  of  a  member 
from  each  State  having  a  cohimission  and  from  the  Interstate  Com- 
merce Commission. 

I  am  sorry  to  say  that  no  member  of  the  Interstate  Commerce  Com- 
mission could  attend  that  meeting,  which  was  the  preliminary  meet- 
ing, nor  was  I  able  to  get  the  attendance  of  any  member  from  the 
Interstate  Commerce  Commission  at  any  session.  I  regretted  that 
very  much  indeed,  because  we  wanted  the  assistance  of  some  member 
from  that  commission. 

A  subcommittee,  consisting  of  seven  members,  was  appointed,  and 
that  subcommittee  (I  will  state  here  just  how  this  work  was  done) 
having  been  composed  of  seven  members,  five  members  of  that  sub- 
committee were  obliged  to  do  the  work.  Those  five  members  were 
very  faithful,  and  I  assume  that  those  who  were  absent  had  a  very 
good  excuse  for  their  absence. 

The  character  of  the  work  that  this  committee  will  be  required  to 
do,  if  it  does  its  duty,  will  be  such  as  to  take  it  from  point  to  point 
or  at  least  to  several  points  in  the  United  States ;  I  will  not  say  how 
many,  but  more  than  one,  maybe  two  or  three  central  points,  where 
parties  may  appear  and  give  testimony,  and  wide  publicity  must  be 
given. 

From  the  fact  that  members  are  engaged  many  times  in  important 
matters,  there  is  difficulty  in  getting  information  between  the  dif- 
ferent members  and  the  chairman  as  to  when  they  can  attend.  And 
you  will  find,  then,  that  sometimes  it  is  impossible  for  them  to  be 
present  after  having  promised  to  do  so. 

In  my  judgment,  you  have  to  limit  the  number  of  members  of  this 
committee  to  such  number  as  will  undertake  to  do  the  work  and  who 
will  appreciate  the  responsibilities  and  who  will  of  necessity  find  that 
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they  must  attend.  I  think  that  the  interest  manifested  in  this  sub- 
ject here  to-day  is  such  as  will  make  them  understand  they  are  assum- 
ing a  very  grave  responsibility,  and  I  do  not  believe  they  will  under- 
take to  come  here  another  time  without  having  done  some  work  upon 
the  subject.  If  they  do,  they  will  certainly  be  censured ;  there  is  no 
question  about  that.  If  nobody  else  will  do  it,  I  will. 

My  opinion  is  that  we  can  not  have  a  very  large  committee  and 
have  it  practicable.  But,  as  I  say,  whatever  the  convention  deems 
wise  is  agreeable  to  me. 

Mr.  SULLIVAN,  of  Ohio.  If  the  gentleman  desires  me  to  withdraw 
my  motion,  I  will  say  that  my  only  object  in  putting  it  was  there 
are  so  many  States  in  the  Union  that  are  investigating  the  subject 
at  this  time;  it  is  a  question  that  no  doubt  will  be  increasing  in  in- 
terest, and  I  thought  every  State  interested  would  like  to  have  a 
member  present. 

I  have  no  objection  to  withdrawing  my  motion  and  letting  it  be 
confined  to  a  smaller  number. 

Mr.  STAPLES,  of  Minnesota.  Let  me  suggest  this,  that  the  chairman 
of  this  committee  be  requested  to  notify  every  State  commission  of 
the  meetings  to  be  held,  and  to  invite  such  representatives  from  the 
States  as  they  see  fit  to  send  to  attend  these  meetings.  I  know  they 
will  be  very  welcome. 

Mr.  SULLIVAN,  of  Ohio.  That  covers  the  whole  ground. 

The  PRESIDENT.  I  would  like  to  state  at  this  point  what  appears 
to  me  to  be  the  wisdom  of  the  suggestion  of  Mr.  Staples — not  to  argue 
the  question.  I  have  had  some  experience  this  year  as  president  of 
this  association  with  which  some  of  you  possibly  are  not  familiar. 
I  feel  convinced,  after  carrying  on  the  work  so  far,  that  it  is  a  great 
mistake  to  have  such  large  committees.  It  is  hard  to  get  them  down 
to  a  working  basis,  and  therefore  a  minority  of  that  large  committee 
has  to  perform  the  work. 

I  attended  the  meeting  in  Chicago,  to  which  reference  has  been 
made,  and  I  think  I  was  1  of  the  15  that  Mr.  Staples  counts,  and  I 
was  not  a  member  of  that  committee.  I  think  tlir.t  Mr.  Finn  was 
another  present  who  was  not  a  member  of  the  committee.  How- 
ever, I  think  there  were  several  there,  and  that  there  were  only  11  or 
12  actual  members  of  that  committee  present,  in  my  judgment. 

It  is  more  practicable  to  get  a  committee  of  five  or  seven  together 
to  do  a  work  of  that  kind  than  it  is  these  large  committees. 

I  realize  that  when  a  new  subject  comes  up  which  has  never  been 
before  the  convention  before  it  is  wise  to  create  a  special  committee 
with  a  member  from  each  State  in  order  to  get  the  sentiment  from 
each  State. 

Mr.  BERRY,  of  Illinois.  One  suggestion  I  think  ought  to  be  added 
10  that  made  by  Mr.  Staples,  and  it  is  this:  This  committee,  due  to 
circumstances  over  which  no  one  had  any  control,  got  at  this  work 
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entirely  too  late.  I  think  the  new  committee  ought  to  be  requested 
or  instructed  by  this  body  that  the  findings  of  the  committee  should 
be  published  30  or  60  days  prior  to  the  meeting  of  this  body  next 
year,  so  that  everybody  could  have  a  copy  of  the  printed  report  at 
least  30  or  40  days  in  advance  and  go  into  it.  It  is  utterly  impossible, 
Mr.  President,  to  become  familiar  with  a  subject  as  great  as  this  in 
less  time.  Of  course  you  knoAv  what  is  said  about  John  A.  Logan, 
to  the  effect  that  he  made  a  great  speech  in  Washington  on  the  cur- 
rency question  which  he  had  studied  only  16  hours.  But  it  is  impos- 
sible to  familiarize  one's  self  with  such  a  question  as  this  in  a  sho^t 
time. 

I  think  if  we  are  to  take  definite  and  intelligent  action  next  year 
it  is  important  that  the  report  of  this  committee  be  in  the  hands 
of  every  commissioner  not  less  than  30  days,  or  60  days  if  possible, 
prior  to  the  meeting  next  year. 

The  PRESIDENT.  I  wish  to  make  a  further  statement.  The  Presi- 
dent is  to  some  extent  responsible  for  this  committee  not  being  able 
to  get  to  work  quicker  than  they  did ;  and,  also,  I  am  not  responsible, 
for  this  reason :  That  you  will  recall  I  requested  each  commissioner 
before  we  adjourned  at  the  last  session  to  supply  me  with  the  name 
of  a  member  of  their  commission  to  be  appointed  on  this  express 
committee.  I  received  only  12  or  14  names  from  all  the  States.  I 
waited  as  long  as  I  thought  it  was  wise  to  wait  without  getting 
further  information.  Another  reason  that  hindered  me  in  my 
appointments  was  that  there  were  many  changes  made  in  the  per- 
sonnel of  State  commissions. 

I  regret  exceedingly  that  the  committee  could  not  have  organized 
right  away  after  the  adjournment  of  the  session. 

Mr.  RICE,  of  South  Dakota.  I  move  as  an  amendment  that  the 
committee  be  requested  to  report  the  extent  to  which  railroad  com- 
panies own  stock  in  express  companies  and  the  extent  to  which 
the  officers  of  the  railway  companies  and  express  companies  are 
duplicated. 

Mr.  BERRY,  of  Illinois.  I  think  our  friend  from  South  Dakota  can 
find  that,  if  he  looks  in  one  of  the  reports  of  the  Interstate  Com- 
merce Commission,  in  detail,  exactly  how  they  are  owned. 

The  PRESIDENT.  The  Chair  does  not  understand  the  motion  the 
gentleman  has  made. 

Mr.  BERRY,  of  Illinois.  He  wanted  to  know  the  stock  ownership 
between  the  railroads  and  express  companies. 

The  PRESIDENT.  You  only  wanted  to  make  that  as  a  request  ? 

Mr.  RICE,  of  South  Dakota.  Yes,  sir. 

The  PRESIDENT.  The  motion  now  before  the  convention  is  the 
motion  of  Mr.  Staples,  that  the  committee  to  have  charge  of  this 
work  next  year  shall  consist  of  seven  members. 

The  motion  was  carried. 
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Mr.  STAPLES,  of  Minnesota.  I  want  to  say  for  the  information  of 
the  members  of  the  committee,  it  has  been  suggested  here  that  the 
report  should  be  out  30  or  60  days  before  the  date  of  the  convening 
of  this  association  next  year.  My  commission  undertook  the  print- 
ing of  this  report,  and  I  simply  speak  of  that  at  this  time  to  indicate 
to  the  incoming  committee  how  you  might  expedite,  the  matter. 
I  want  to  say  further,  you  will  find  there  is  a  considerable  expense 
which  this  association  does  not  appreciate.  For  instance,  we  had 
to  pay  a  considerable  sum  for  stenographers'  fees.  Now,  there  is  no 
fund  in  this  association,  and  the  committee  which  undertakes  this 
work  has  got  to  anticipate  that  in  some  way,  and,  perhaps,  go  down 
in  their  pockets  to  meet  it.  But  there  is  a  considerable  expense  and 
a  great  deal  of  trouble  and  time  involved  in  this  investigation  that 
whoever  goes  into  it  will  have  to  appreciate,  and  I  hope  the  members 
of  the  association  will  recognize  that  as  one  of  the  difficulties  they 
will  have  to  contend  with.  I  move  that  the  final  resolution  as 
amended  be  adopted. 

Mr.  RICE,  of  South  Dakota.  There  is  one  more  question  on  this 
matter.  I  do  not  like  to  take  up  all  the  time,  but  it  is  important 
that  these  matters  be  brought  before  the  convention  if  they  are  going 
to  do  any  good — that 'is,  as  to  this  matter  that  was  discussed  yes- 
terday. I  move  that  the  Interstate  Commerce  Commission  be  requested 
to  ascertain  the  extent  to  which  express  companies  are  violating  the 
postal  laws  of  the  United  States  in  making  what  is  termed  postal 
rates,  and  that  we  call  upon  the  Postmaster  General  and  the  Attor- 
ney General  of  the  United  States  for  an  opinion  upon  that  question. 

The  PRESIDENT.  I  would  suggest  to  the  gentleman  that  he  defer 
that  resolution  and  offer  it  as  a  separate  proposition.  I  do  not  think 
it  ought  to  be  connected  with  this  report.  It  will  serve  the  same 
purpose  if  it  is  offered  separately. 

Mr.  RICE,  of  South  Dakota.  At  the  request  of  the  president  I  will 
do  so,  although  this  report  refers  to  the  postal  rates. 

The  PRESIDENT.  The  question  is  upon  the  adoption  of  this  report 
noAv,  as  it  has  been  considered. 

The  motion  was  unanimously  carried. 

Mr.  RICHARDS,  of  South  Carolina.  I  have  a  short  resolution  here 
that  will  not  consume,  I  hope,  a  great  deal  of  the  time  of  this  con- 
vention. It  affects,  as  I  see  it,  interests  represented  here,  the  interests 
of  the  various  States,  and  I  think  we  should  give  some  expression 
such  as  this  resolution  proposes  to  do  : 

Whereas  the  convention  of  governors  at  their  recent  meet  ing  appointed  what 
is  known  as  the  States  rights  committee,  whose  duty  it  is  to  properly  prepare 
and  present  to  the  Supreme  Court  of  the  United  States  the  States'  side  of  the 
controversy  in  what  is  known  as  the  famous  Minnesota  rate  «-ases;  and 
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Whereas  the  il<><-isio:i  of  the  United  States  Circuit  Court  in  these  cases,  if 
allowed  to  stand,  will  seriously  interfere  with  the  making  and  regulating  of 
rates  in  the  several  States :  Therefore  be  it 

Resolved  &;/  the  Association  of  Railway  Commissioners  in  annual  conven- 
tion assembled.  That  the  sympathy  of  this  convention  is  hereby  extended  to 
the  committee  of  governors  iu  their  efforts  to  protect  the  States  in  their  right 
to  regulate  commerce  wholly  within  their  borders; 

Resolved  further,  That  we  do  hereby  pledge  ourselves  to  aid  in  every  way 
possible  to  have  this  great  question  properly  adjudicated. 

Mr.  FINN,  of  Kentucky.  As  the  report  of  the  committee  on  legis- 
lation will  deal  with  that  subject,  I  would  request  you  to  offer  that 
resolution  after  the  committee  on  legislation  has  made  its  report.  I 
make  that  simply  as  a  request,  as  we  will  deal  with  that  subject. 

Mr.  RICHARDS,  of  South  Carolina.  I  had  no  means,  as  a  matter  of 
fact,  of  knowing  that  the  committee  would  deal  with  this  question.  I 
do  not  know  just  exactly  when  that  report  is  going  to  be  submitted 
nor  what  it  contains. 

Mr.  FINN,  of  Kentucky.  Before  the  convention  adjourned  I  was 
going  to  ask  the  convention  to  make  the  report  of  the  committee  on 
legislation  a  special  order  for  to-morrow  morning  at  10  o'clock,  if  no 
other  business  is  set  for  that  time — make  it  the  first  order  of  business 
»for  to-morrow. 

Mr.  RICHARDS,  of  South  Carolina.  I  am  willing  to  withhold  the 
resolution.  It  is  my  purpose  only  to  get  an  expression  of  opinion  of 
this  convention.  I  would  like  to  present  this  resolution  as  it  is  pre- 
pared to  the  association  and  have  permission  to  call  it  up  in  case  the 
resolutions  of  the  committee  on  legislation  do  not  cover  it  'as  I  think 
it  ought  to  be  covered. 

The  PRESIDENT.  That  will  be  done,  unless  there  is  objection. 

Mr.  FINN,  of  Kentucky.  I  move,  then,  that  the  report  of  the  com- 
mittee on  legislation  be  made  the  special  order  for  10  o'clock  to-mor- 
row morning. 

The  motion  was  carried. 

The  PRESIDENT.  I  have  some  announcements  to  make.  I  have  been 
handed  this  announcement: 

The  secretaries  of  the  commissions  will  meet  here  at  2  o'clock  p.  in. 
to  visit  the  Bureau  of  Corporations,  and  at  9.30  o'clock  to-morrow 
morning  to  visit  the  Treasury  Department. 

One  other  announcement  I  wish  to  make  in  advance  of  reaching 
the  subject :  The  committee  on  rates  and  rate  making  has  made  no 
report.  It  is  entirely  too  late  to  appoint  a  new  committee  to  prepare 
a  report  upon  so  important  a  subject  during  the  session.  I  want  to 
suggest  we  deal  with  that  question,  so  we  will  have  it  in  our  minds 
when  we  reach  it,  by  calling  the  roll  of  States  and  letting  those  who 
desire  give  expression  to  their  views  on  the  question  of  rates  and  rate 
making  in  lieu  of  the  failure  of  the  committee  to  make  a  report. 
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At  3  o'clock  this  afternoon  there  will  be  the  election  of  officers. 
Thereupon,   at  1   o'clock  p.  m.,   a   recess   was  taken  until  2.30 
o'clock  p.  m. 

AFTER  RECESS. 

The  convention  reconvened  at  2.30  o'clock  p.  m. 

The  PRESIDENT.  We  will  hear  the  report  of  the  special  committee 
upon  the  death  of  Mr.  Fairchild. 

Mr.  DECKER.  I  desire  to  present  at  this  time  the  report  of  the 
special  committee  upon  the  death  of  Public  Service  Commissioner 
H.  A.  Fairchild,  of  the  State  of  Washington : 

Your  special  committee  upon  the  death  of  Public  Service  Commi.->ion«>jf  II.  A. 
Fairchild,  of  the  State  of  Washington,  respectfully  reports  the  following  resolu- 
tion and  asks  its  adoption : 

Whereas  this  association  has  been  apprised  by  telegraph  of  the  sudden  death 
of  our  able  and  esteemed  associate,  Hon.  H.  A.  Fairchild,  a  member  of  the 
public  service  commission  of  the  State  of  Washington,  and  that  as  a  result  of 
his  illness  he  was  compelled  to  abandon,  while  en  route,  his  journey  under- 
taken for  the  purpose  of  attending  this  convention. 

Resolved,  That  in  the  death  of  Commissioner  H.  A.  Fairchild,  of  the  State 
of  Washington,  this  association  loses  an  earnest,  able,  and  valued  member, 
and  that  we  sympathize  deeply  with  his  associates  upon  the  public  service 
commission  of  the  State  of  Washington,  and  with  the  members  of  his  family 
in  their  bereavement,  and  that  a  copy  of  this  resolution  be  sent,  immediately  tc 
the  public  service  commission  of  the  State  of  Washington  and  to  the  family  of 
Commissioner  Fairchild. 

I  move  the  adoption  of  the  report. 

The  motion  was  carried. 

The  PRESIDENT.  A  special  order  for  this  hour  was  made  of  two 
reports,  which  we  will  have  at  this  time,  namely,  the  report  of  the 
committee  on  amendments  to  the  act  to  regulate  commerce  and  the 
report  of  the  committee  on  delays  attendant  upon  enforcing  orders 
of  State  railway  commissioners. 

Mr.  PRENTIS,  of  Virginia.  This  report  was  prepared  by  Clyde  B. 
Aitchison,  of  the  Oregon  State  commission.  He  requested  me  to 
present  it  to  the  convention  in  his  absence.  I  do  not  ask  the  associa- 
tion to  adopt  that  report,  but  I  am  taking  the  liberty  of  asking  the 
association  to  receive  it  without  further  action.  My  reason  for  this 
is  that  the  report  withholds  any  recommendation  as  to  amendments 
to  the  act  to  regulate  commerce,  and  as  there  are  other  reports  which 
will  come  before  the  body  during  its  session  which  will  recommend 
some  amendments,  or  there  may  be  such  reports,  therefore  I  think  it 
is  well  for  the  association  not  to  put  itself  in  an  inconsistent  attitude 
by  adopting  this  report,  which  says  that  we  will  withhold  recom- 
mendations at  this  time.  I  move,  therefore,  that  the  report  be  re- 
ceived and  printed. 

The  motion  was  carried. 
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REPORT   OF   THE   COMMITTEE    ON  AMENDMENT  OF    THE  ACT  TO 
REGULATE  COMMERCE. 

No  action  was  taken  by  the  committee  appointed  to  report  to  the 
last  meeting  of  this  association.  Doubtless  the  committee  was  then 
of  the  opinion  that  the  recent  amendments,  sweeping  in  their  nature, 
adopted  after  long  and  critical  debate,  should  be  tried  in  practical 
operation  before  any  opinion  was  hazarded  as  to  future  amendment. 
Since  then  the  wisdom  of  some  of  the  amendatory  features,  such  as 
the  power  of  suspension  of  rate  advances  pending  investigation,  has 
been  clearly  demonstrated.  Other  innovations,  of  which  the  cita- 
tion of  a  Commerce  Court  and  the  amended  long-and-short  haul  section 
are  examples,  have  not  received  the  careful  test  which  time  alone 
can  give  to  show  whether  they  need  modification  in  any  particular. 
In  other  instances,  as,  for  example,  with  respect  to  telegraph  and 
telephone  business,  and  the  investigation  of  accidents  upon  railways, 
the  Interstate  Commerce  Commission  has  hardly  entered  upon  the 
exercise  of  its  widened  jurisdiction.  The  committee  has  received 
numerous  suggestions  as  to  proposed  amendments  to  the  act  to  regu- 
late commerce.  They  are  mostly  in  matters  of  detail. 

Almost  at  the  very  time  this  report  is  being  presented  cases  are 
being  submitted  to  the  United  States  Supreme  Court  the  deter- 
mination of  which  will  give  a  clearer  understanding  of  the  respective 
functions  of  the  States  and  Federal  Government.  In  other  cases 
various  important  features  of  the  interstate  commerce  act  are 
involved.  The  very  fundamentals  of  rate  making  are  under  consid- 
eration in  pending  cases.  Under  the  circumstances  this  committee 
believes  it  the  part  of  prudence  to  withhold  recommendations  as  to 
future  amendments  x>f  the  act  to  regulate  commerce  until  the  rela- 
tive functions  of  the  States  and  Federal  Governments  are  authorita- 
tively settled  and  until  further  experience  in  the  practical  workings 
of  the  act  has  disclosed  more  clearly  in  what  respect  it  is  deficient. 
Respectfully  submitted. 

CLYDE  B.  AITCHISON,  Chairman. 

ROBERT  R.  PRENTIS. 

CHARLES  F.  STAPLES. 

O.  H.  HUGHES. 

GEORGE  RICE. 

Afr.  PRENTIS,  of  Virginia.  The  other  special  order  at  this  time  is 
the  report  of  the  committee  on  delays  attendant  upon  enforcing 
orders  of  State  railway  commissioners,  and  is  as  follows: 

REPORT     OF    THE     COMMITTEE     ON     DELAYS     ATTENDANT     UPON 
ENFORCING   ORDERS   OF   STATE   RAILWAY   COMMISSIONERS. 

It  is  difficult,  if  not  impossible,  to  add  anything  of  value  upon  the 
subject  referred  to  this  committee.     That  subject  has  been  from  time 
to  time  reported  upon  to  this  body  by  previous  committees  since  1888. 
17260—11 S 


112          NATIONAL   ASSOCIATION    OF    i:\IL\V.\V    COM  MISSION  KKS. 

During  that  period,  however,  we  fed  justified  in  claiming  that  there 
has  been  a  gradual  and  steady  improvement  in  conditions,  so  that 
the  delays  in  enforcing  the  orders  of  State  railway  commissions  are 
not  to-day  the  crying  evil  which  they  were  20  years  ago.  This  im- 
provement we  believe  can  be  fairly  attributed  to  an  active  and  in- 
telligent public  sentiment  crying  aloud  until  heard  alike  by  the 
judges  and  the  lawmakers  of  the  land. 

There  have  been  no  serious  delays  in  the  State  courts  for  many 
years,  and  judicial  decisions  and  section  IT  of  the  Commerce  Court  ;i>-t 
have  minimized  and  measurably  remedied  the  evil  in  the  Federal  court-. 

I.  The  three  judicial  decisions  which  have  done  most  to  hasten 
such  judicial  proceedings  are: 

First.  The  action  of  Judge  Newman  in  the  case  of  Central  of  Geor- 
gia Railway  v.  McLendon  et  al.  (C.  C. ;  157  Fed.,  961).  In  that 
case,  after  first  in  chambers  denying  a  temporary  restraining  order, 
Judge  Newman  afterwards,  when  a  motion  to  grant  a  temporary  in- 
junction was  asked  before  him,  overruled  the  motion  and  declined  at 
that  time  to  grant  the  injunction,  holding  that  the  rate  claimed  to 
be  confiscatory,  prescribed  by  the  Georgia  commission,  should  be 
first  tried  in  order  to  ascertain  its  effect  upon  the  railway  company's 
business.  The  effect  of  this  being  simply  to  require  the  complaining 
company  to  establish  the  allegations  of  its  bill  by  proper  proofs  be- 
fore the  issuance  of  the  writ  of  injunction.  Inasmuch  as  it  is  well 
settled  that  the  prescribing  of  a  rate  is  a  legislative  act  and  inas- 
much as  there  is  a  legal  presumption  that  legislative  acts  are  con- 
stitutional, therefore  it  seems  to  be  conclusively  true  that  no  court 
ought  to  enjoin  the  execution  of  such  a  law  until  the  proof  estab- 
lishing its  unconstitutionality  is  submitted.  Such  a  practice  violates 
no  equity  rule,  and  simply  puts  the  burden  of  the  litigation  and  the 
motive  for  hastening  the  trial  upon  the  complaining  railway  com- 
pany, where  such  burden  properly  belongs.  A  similar  course  was 
pursued  in  St.  Louis,  etc.,  Railroad  Company  v.  Hadley  (168  Fed., 
344),  and  possibly  in  other  recent  cases. 

Second.  The  course  of  Judge  Newman  in  the  Georgia  case  above 
cited  was  commended,  and  the  hitherto  common  practice  of  United 
States  judges  was  condemned,  by  the  Circuit  Court  of  Appeals  of 
the  Fifth  Circuit  in  the  case  of  Railroad  Commission  of  Alabama  v. 
Central  of  Georgia  Railroad  Co.  et  al.  (170  Fed.,  225).  That  court 
uses  this  language  (which  is  the  same  that  was  quoted  in  the  report 
of  this  committee  at  the  1910  session)  : 

The  litigation  is  likely  to  end  sooner  if  no  injunction  is  in  force.  Its  dispatch 
is  greatly  dependent  upon  the  conduct  of  the  case  by  the  complainants.  They 
would  not  be  inclined  to  press  the  case  for  speedy  decision  when  they  have 
once  secured  a  preliminary  injunction.  As  long  as  it  stands  it  is  as  good  as  any 
other,  and  experience  shows  that  it  often  has  practically  the  effect  of  a  per- 
manent injunction.  Knowledge  of  this  fact  was  probably  one  of  the  causes 
for  the  enactment  of  the  statute  allowing  appeals  from  these  interlocutory 


PROCEEDINGS   OF   THE   CONVENTION.  113 

cases.  (Acts  Apr.  14,  1906,  c.  1627,  34  Stat.,  116.)  In  these  cases  the  pre- 
liminary injunctions  have  been  in  force  for  two  years.  If  no  injunction  had 
been  granted,  it  is  probable  that  a  final  decree  of  the  circuit  court  would  have 
been  reached  in  one-fourth  of  that  time. 

Third.  The  Supreme  Court  of  the  United  States  in  the  great  case 
of  Consolidated  Gas  Co.  v.  Willcox  (112  U.  S.,  19)  has  given  its  ap- 
proval to  the  same  doctrine,  the  late  Mr.  Justice  Peckham  having 
in  that  case  said : 

The  case  must  be  a  clear  one  before  the  courts  are  to  be  asked  to  interfere 
with  State  legislation  upon  the  subject  of  rates,  especially  before  there  has  been 
any  actual  experience  of  the  practical  results  of  such  rates. 

II.  The  statute  which  will  in  the  future  prevent  the  hasty  and 
inconsiderate  granting  of  interlocutory  injunctions  by  a  single  United 
States  judge  is  found  in  the  Commerce  Court  act  of  June  18,  1910, 
section  17;  which  reads  as  follows: 

That  no  interlocutory  injunction  suspending  or  restraining  the  enforcement, 
operation,  or  execution  of  any  statute  of  a  State  by  restraining  the  action  of  any 
officer  of  such  State  in  the  enforcement  or  execution  of  such  statute  shall  be 
issued  or  granted  by  any  justice  of  the  Supreme  Court,  or  by  any  circuit  court 
of  the  United  States,  or  by  any  judge  thereof,  or  by  any  district  judge  acting  as 
circuit  judge,  upon  the  ground  of  the  unconstitutionally  of  such  statute,  unless 
the  application  for  the  same  shall  be  presented  to  a  justice  of  the  Supreme 
Court  of  the  United  States,  or  to  a  circuit  judge,  or  to  a  district  judge  acting 
as  circuit  judge,  and  shall  be  heard  and  determined  by  three  judges,  of  whom 
at  least  one  shall  be  a  justice  of  the  Supreme  Court  of  the  United  States  or  a 
circuit  judge,  and  the  other  two  may  be  either  circuit  or  district  judges,  and 
unless  a  majority  of  said  three  judges  shall  concur  in  granting  such  application. 
Whenever  such  application  as  aforesaid  is  presented  to  a  justice  of  the  Supreme 
Court  of  the  United  States,  or  to  a  judge,  he  shall  immediately  call  to  his 
assistance  to  hear  and  determine  the  application  two  other  judges:  Provided, 
however,  That  one  of  such  three  judges  shall  be  a  justice  of  the  Supreme  Court 
of  the  United  States  or  a  circuit  judge.  Said  application  shall  not  be  heard  or 
determined  before  at  least  five  days'  notice  of  the  hearing  has  been  given  to  the 
governor  and  to  the  attorney  general  of  the  State,  and  to  such  other  person  as 
may  be  defendants  in  the  suit :  Provided,  That  if  of  opinion  that  irreparable 
loss  or  damage  would  result  to  the  complainant  unless  a  temporary  restraining 
order  is  granted,  any  justice  of  the  Supreme  Court  of  the  United  States,  or  any 
circuit  or  district  judge,  may  grant  such  temporary  restraining  order  at  any 
time  before  such  hearing  and  determination  of  the  application  for  an  inter- 
locutory injunction,  but  such  temporary  restraining  order  shall  only  remain  in 
force  until  the  hearing  and  determination  of  the  application  for  an  interlocutory 
injunction  upon  notice  as  aforesaid.  The  hearing  upon  such  application  for  an 
interlocutory  injunction  shall  be  given  precedence  and  shall  be  in  every  way 
expedited  and  be  assigned  for  a  hearing  at  the  earliest  practicable  day  after 
the  expiration  of  the  notice  hereinbefore  provided  for.  An  appeal  may  be 
taken  directly  to  the  Supreme  Court  of  the  United  States  from  the  order 
granting  or  denying,  after  notice  and  hearing,  an  interlocutory  injunction  in 
such  case. 

This  statute  should,  in  our  opinion,  be  amended  and  reenacted  so 
as  to  provide  that  "  no  injunction  suspending  or  restraining  the  en- 
forcement, operation,  or  execution  of  any  statute  of  a  State,  or  any 
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order,  rule,  or  regulation  having  the  force  of  a  statute  of  a  State,  by 
restraining  the  action  of  any  officer  of  such  State  in  the  enforcement 
or  execution  of  such  statute,  order,  rule,  or  regulation,  shall  be  issued 
or  granted  by  any  court  or  judge  upon  the  ground  of  the  unconsti- 
tutionality  of  such  statute,  order,  rule,  or  regulation,  unless  such 
unconstitutionality  shall  plainly  appear  upon  the  face  thereof,  until 
after  the  evidence  is  submitted  and  the  case  is  heard  and  determined 
upon  the  merits  thereof." 

The  reason  justifying  this  statute  has  been  hereinbefore  indicated, 
and  is  that  as  there  is  a  presumption  in  favor  of  the  constitutionality 
of  all  legislation,  therefore  no  court  should  enjoin  the  execution  of  a 
law  on  the  ground  of  its  unconstitutionality  until  such  unconstitu- 
tionality is  established  by  proper  proof  and  "  beyond  any  just  or  fair 
doubt,"  to  use  the  words  of  Mr.  Justice  Peckham.  "  Nothing  less 
than  this  is  demanded  by  the  respect  due  from  the  judicial  to  the  leg- 
islative authority  "  is  the  language  of  Mr.  Justice  Moody  in  the  case 
of  Knoxville  v.  Knoxville  Water  Co.  (212  U.  S.,  1). 

The  "  law's  delays  "  have  vexed  the  souls  of  litigants  since  the 
days  of  Shakespeare.  Many  of  such  delays  are  necessary  if  there 
are  to  be  fair  and  impartial  trials,  due  and  orderly  procedure,  fol- 
lowed by  intelligent  and  righteous  judgments,  such  as  all  good  men 
desire.  Many  more  of  such  delays,  however,  are  unnecessary,  grow- 
ing out  of  a  desire  of  one  of  the  litigants  for  delay  or  the  indolence 
or  negligence  of  counsel  or  judge.  These  unnecessary  delays  may 
be  corrected  in  large  measure  by  the  judges,  for  upon  them  must 
rest  the  responsibility  for  most  of  the  unnecessary  delays  of  the 
law.  It  is  therefore  upon  the  capacity,  faithfulness,  industry,  and 
patriotism  of  the  judiciary  that  we  must  chiefly  rely  to  prevent  un- 
reasonable and  unnecessary  delays  in  litigation  involving  the  orders 
of  State  railway  commissions.  The  Supreme  Court  of  the  United 
States  has  of  late  years  invariably  advanced  such  cases  upon  its 
docket  and  has  decided  them  promptly.  We  believe  that  the  judges 
of  the  inferior  Federal  courts,  influenced  by  this  good  example  and 
guided  by  their  own  consciences,  are  realizing  their  responsibility, 
and  that  we  shall  have  fewer  complaints  in  the  future  than  we  have 
had  in  the  past  as  to  delays  in  cases  involving  the  enforcement  of 
orders  of  State  railway  commissions. 

Respectfully  submitted. 

ROBERT  R.  PRENTIS, 

Chairman . 
IRA  B.  MILLS. 
WM.  R.  WARNER. 
CLYDE  B.  AITCHISON. 
FRANKLIN  McNEiLL. 
H.  F.  BARTINE. 
FRANK  A.  WIQHTMAN. 
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Mr.  PRENTIS,  of  Virginia.  I  move  the  adoption  of  the  report. 

The  motion  was  carried. 

Mr.  DICKINSON,  of  Michigan.  Your  committee  on  grade  crossings 
•and  trespassing  on  railroads  beg  leave  to  submit  the  following 
report : 

REPORT   OF   THE   COMMITTEE   ON   ,GBADE   CROSSINGS   AND    TRES- 
PASSING   ON    RAILROADS. 

It  will  at  once  be  admitted  that  no  subject  has  received  more 
serious  consideration  by  the  members  of  this  association  or  is  mere 
worthy  of  such  than  the  one  under  discussion,  and  yet  the  general 
results  obtained  force  us  to  admit  that  little  progress  has  been  made 
toward  remedying  those  conditions  which  have  proven  so  destruc- 
tive to  human  life. 

The  spirit  of  "taking  the  chance"  seems  to  have  become  such 
a  part  of  human  nature  that  each  one  seems  bent  on  caring  for 
himself  and  letting  others  do  the  same.  Only  those  on  whom  has 
been  impressed  the  number  of  accidents  resulting  from  the  applica- 
tion of  this  principle  realize  the  necessity  for  legislation  or  the 
agitation  of  public  sentiment  looking  toward  the  protection  of 
careless  humanity  from  the  results  of  its  own  selfishness  and  un- 
wisdom. 

The  public  have  been  appealed  to  in  vain.  Commissions  have 
recommended  legislative  action  only  to  have  such  ignored. 

In  some  States  the  law  permits,  if  it  does  not  direct,  the  establish- 
ment of  grade  crossings.  The  public,  when  appealed  to,  readily 
agrees  that  something  should  be  done,  but  when  it  comes  to  making 
that  public  bear  a  fair  share  of  the  expense  of  grade  separation, 
even  for  its  own  protection,  or  making  the  unlawful  use  of  railroad 
right  of  way  a  felony,  it  demurs  and  loses  interest,  and  thus,  com- 
missions, whose  statistics  continue  to  show  great  loss  of  life  at  such 
crossings,  are  impotent  to  effect  a  remedy.  The  people  say,  "  The 
railroads  are  the  offenders,  let  them  apply  the  remedy,"  forgetful 
of  the  fact  that  the  greater  number  of  fatalities  result  from  the  use 
of  railroad  property  by  those  who  have  no  right  thereon,  or  in  fail- 
ing to  exercise  a  reasonable  measure  of  caution  in  making  such 
crossings. 

The  railroads  make  little  objection  to  installing  such  safety  de- 
vices as  the  commissioners  or  commissions  order,  but  feel  this  is  all 
that  may  justly  be  required  of  them,  and  that  when  a  separation  of 
grades  is  deemed  necessary,  with  its  attendant  expenses,  the  public 
should  bear  a  reasonable  share  of  such  expense. 

We  appreciate  the  fact  that  in  States  and  sections  of  States  where 
the  topography  of  the  same  is  such  that  a  good  view  can  be  had,  both 
of  the  highway  and  railroad  track,  separation  of  grades  is  least  de- 
manded and  most  expensive,  and  where  the  country  is  rough  and 
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curves  in  railroad  tracks  frequent  and  the  view  of  crossings  ob- 
structed, or  where  roads  are  double  tracked  and  a  large  number  of 
trains  are  operated,  that  a  greater  responsibility  devolves  upon  both 
the  railroads  and  the  public  to  make  crossings  at  such  points  more 
safe;  yet  these  varying  conditions  are  what  make  the  enactment  of 
uniform  laws,  requiring  the  separation  of  grades  and  the  apportion- 
ment of  the  expense  of  same,  almost  impossible.  Still  this  association 
can  not  afford  to  go  on  record  other  than  as  being  opposed  to  the 
continuation  of  present  or  the  construction  of  new  grade  crossings 
where  it  is  at  all  practicable  to  effect  a  separation. 

Some  suggest  the  inclosure  of  the  entire  right  of  way  by  high 
fences  and  use  in  connection  therewith  automatic  gates;  some  the 
conferring  upon  railroad  employees  the  power  to  arrest  trespassers. 
The  difficulty  of  fence  inclosure  and  use  of  automatic  gates  over 
the  railroad  tracks  at  crossings  and  of  obtaining  convictions  by 
elective  officials  at  once  suggest  themselves  to  every  thinking  mind. 
It  "thus  becomes  apparent  that  it  is  a  matter  largely  of  the  education 
of  public  sentiment,  firstly,  in  respecting  the  rights  of  others,  and, 
secondly,  respect  for  law.  We  admit  this  is  a  slow  process  and  not 
very  encouraging,  but  it  seems  to  have  reached  a  reasonably  high 
state  of  efficiency  in  foreign  countries,  where  trespassing  on  rail- 
road right  of  way  is  exceptional.  When  the  trespasser  realizes  the 
railroad  has  property  rights  he  must  respect  and  the  justice  of  the 
peace  or  other  official  realizes  the  public  sentiment  demands  a  fine 
or  imprisonment  in  case  of  conviction,  then  the  trespassing  public 
will  begin  to  take  notice.  The  rapid  increase  in  the  construction 
and  operation  of  interurban  lines,  the  adoption  of  longer  and  heavier 
cars,  and  the  increased  speed  at  which  they  are  operated  in  their 
attempt  to  successfully  compete  with  the  steam  lines  for  other  than 
local  passenger  traffic  is  operating  as  an  added  menace  to  human  life 
at  grade  crossings;  from  the  fact  that  their  operation  is  more  fre- 
quent, attended  with  less  noise,  and  the  sound  of  their  whistle  is  not 
so  loud  and  strong,  the  pedestrian  or  driver  of  a  vehicle  receives 
less  notice  of  their  approach,  and  thus  the  crossing  at  grade  of 
eJectric  lines  is  proving  a  greater  source  of  danger,  under  ordinary 
conditions,  than  those  of  steam  lines  and  must  receive  our  special 
consideration. 

The  reckless  drivers  of  automobiles  are  adding  greatl}7  to  the  list 
of  injuries  and  fatalities  at  grade  crossings.  Whether  the  average 
automobile  driver  has  in  mind  a  particular  destination  which  he 
desires  to  reach  or  not,  he  always  drives  as  though  he  had.  and  that 
it  was  so  necessary  that  he  reach  such  destination  in  the  least  pos- 
sible time  that  no  precautions  requiring  the  use  of  more  time  should 
be  taken.  Your  committee  of  1908  made  a  most  exhaustive  report 
upon  the  various  laws  and  customs  of  this  and  other  countries  relative 
to  trespassers,  yet  few,  if  any,  changes  have  been  effected  since  that 
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time.  Again,  in  1909  and  1910,  your  committee  presented  complete 
reports,  embodying  most  wise  recommendations,  all  of  which  we  are 
pleased  to  direct  your  attention  to,  and  without  here  repeating,  we 
desire  to  approve  and  reiterate  most  emphatically. 

We  are  somewhat  discouraged,  in  view  of  the  little  progress  made, 
and  yet.  when  each  year's  death  list  appears,  it  stimulates  us  to 
greater  energy  and  starts  anew  a  serious  train  of  thought,  hoping 
against  hope  that  some  fertile  brain  may  yet  evolve  a  plan  evidencing 
sr.ch  equity  as  shall  at  once  commend  itself  alike  to  both  the  rail- 
roads and  the  public. 

We  fear  that  we  would  prove  unworthy  of  the  confidence  reposed 
and  justify  your  questioning  the  sincerity  of  our  effort  if  as  the 
result  of  all  our  investigations  we  have  nothing  to  offer  looking  to  a 
solution  of  the  problems  under  consideration,  and  though  it  may  be 
in  part  a  repetition  of  what  has  previously  been  recommended,  we 
believe  that  as  to  grade  separation  we  should  renew  our  efforts  to 
have  the  legislatures  of  our  respective  States  pass  a  law  requiring  that 
each  railroad  operating  therein  should  be  required  to  eliminate  a 
given  number  of  grade  crossings  each  year,  and  at  such  points  as 
the  commission  having  authority  in  such  States  shall  direct,  the 
expense  to  be  apportioned  between  the  State  and  county,  township, 
or  village,  as  the  case  may  be,  and  the  railroad  company,  as  the  com- 
mission shall  determine,  believing  that  the  varying  conditions  under 
which  grades  are  separated  do  not  make  it  advisable  that  any  inflexi- 
ble rule  or  statute  shall  govern  as  to  the  manner  of  division  of  ex- 
pense; that  the  commission  of  the  State  in  which  such  crossings  are 
separated,  making  an  inspection  of  the  premises  and  being  thor- 
oughly conversant  with  the  conditions,  is  in  a  better  condition  to 
determine  the  reasonableness  of  the  apportionment  of  expense  than 
any  other  body,  legislative  or  otherwise.  We  also  believe  that  when- 
ever new  highways  are  to  be  constructed  crossing  railroads,  or  new 
railroads  constructed  crossing  existing  highways,  that  before  the 
same  is  done  the  point  where  such  crossing  shall  be  made  and  the 
manner  of  constructing  the  same,  whether  over,  under,  or  at  grade, 
shall  be  determined  by  the  commission,  and  that  our  State  legisla- 
tures should  by  proper  enactment  so  provide.  Thereby  may  we  be 
able  to  commence  a  work  whose  value  becoming  apparent  may  cause 
such  a  change  in  public  sentiment  as  to  render  the  enactment  of 
proper  laws  relative  to  the  correction  of  present  dangerous  crossings 
more  easily  secured. 

As  chairman  I  desire  to  express  my  appreciation  of  the  generous 
response  received  from  the  several  members  of  the  committee  in 
answer  to  my  request  for  suggestions  and  opinions  relative  to  the 
subject  matter  of  this  report,  all  of  which  is  most  respectfully 
submitted. 

G.  W.  DICKINSON,  Chairman. 
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Mr.  DICKINSON.  In  order  to  bring  this  report  before  the  members 
for  discussion,  I  move  its  adoption. 

Mr.  THORNE,  of  Iowa.  I  call  your  attention  to  the  last  paragraph 
on  page  3  of  this  report,  in  which  this  committee  recommends  that 
the  expense  of  construction  of  these  underground  or  overhead  cross- 
ings be  borne  or  apportioned  between  the  State  and  county  or  village, 
as  the  case  may  be,  and  the  railroad  company,  which  expresses  in  the 
one  clause  the  real  spirit  of  the  entire  report.  To  my  mind,  at  the 
present  time  that  is  radically  wrong.  I  have  no  objection,  when  the 
time  comes,  to  the  public  bearing  a  share  in  the  expense  of  improve- 
ments and  betterments,  provided  at  the  same  time  you  safeguard  the 
public  interests  so  they  will  not  have  to  turn  around  and  pay  a  re- 
turn upon  the  cost  of  those  improvements  and  betterments.  At 
the  present  time  the  railway  companies  themselves  contend  that 
they, have  a  right  to  a  return  upon  the  cost  of  reproduction,  and 
in  this  very  room  I  have  heard  a  distinguished  attorney  for  one  of  the 
great  western  lines  contend  before  the  Interstate  Commerce  Com- 
mission that  they  were  constitutionally  entitled  to  such  a  return. 

Are  you  going  to  have  the  public  build  these  great  viaducts,  over- 
head crossings,  and  underground  crossings,  and  turn  around  and  pay 
to  the  railroad  companies  a  return  upon  what  they  have  cost?  In 
the  Minnesota  rate  case  there  was  a  bridge  that  was  built  by  the 
State  or  the  city,  and  the  railway  company  at  this  time  is  asking 
for  a  return  in  that  case  upon  the  cost  of  that  bridge,  upon  the 
theory  that  if  the  public  built  the  railroad  they  would  have  to  build 
that  bridge.  I  hope  to  see  the  day  come  when  the  public  interests  will 
be  safeguarded.  There  are  many  nonrevenue-producing  improve- 
ments that  ought  to  be  built  at  the  expense  of  the  public,  but  until 
that  day  comes  we  should  not  undertake  the  task  of  building  them 
for  the  benefit  of  the  owners  of  the  railroads  and  then  pay  them  a 
return  on  our  gift. 

Therefore,  I  move  as  a  substitute  that  the  report  of  this  committee 
be  received. 

The  motion  to  adopt  the  substitute  was  put,  and  the  Chair  de- 
clared the  result  in  doubt.  A  rising  vote  being  taken,  the  result  was 
16  for  and  22  against,  and  the  substitute  was  declared  lost. 

The  PRESIDENT.  The  question  now  is  upon  the  adoption  of  the 
original  motion  to  adopt  the  report. 

Mr.  MCKNIGHT,  of  Arkansas.  This  work  has  devolved  almost  en- 
tirely upon  our  chairman,  except  through  such  correspondence  as  we 
have  had  with  him.  The  committee  has  had  no  meeting.  The  prob- 
lem of  getting  together  the  many  members  of  this  committee  was  a 
great  one,  and  we  have  had  no  meeting. 

There  are  many  things  in  this  grade-crossing  question  that  are  to 
be  considered,  and  as  well  the  matter  of  trespassing  upon  the  rights 
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of  way  of  railroads.  Not  until  recently  has  the  question  been 
brought  forcibly  to  my  mind.  Since  then  I  have  tried  to  give  it  some 
thought  and  some  consideration.  When  we  consider  the  number  of 
lives  that  are  taken  each  year  in  these  two  ways  alone,  it  demon- 
strates to  us  that  it  is  a  matter  which  ought  to  be  agitated  in  the 
minds  of  the  people. 

It  is  a  question  that  ought  to  be  talked,  and  I  believe  one  of  the 
best  places  to  begin  this  talk  is  in  the  public  schools  of  our  country, 
beginning  with  the  education  of  our  children  along  these  lines. 

The  report  says  that  since  we  are  putting  on  longer  and  faster 
trains,  it  has  become  more  and  more  dangerous.  In  coming  to  this 
city,  speeding  away  at  the  rate  of  60  to  80  miles  an  hour,  we  saw 
schools  that  were  dismissed,  and  we  saw  droves  of  school  children 
absolutely  taking  the  railroad  right  of  way  as  a  public  highway. 
Since  arriving  here  I  have  seen  an  article  in  one  of  the  papers  which 
says  that  some  of  the  States  are  now  instructing  their  teachers  to  in- 
form their  children  of  the  dangerous  conditions  that  exist  in  going 
upon  the  right  of  way  and  cautioning  them  also  in  regard  to  the 
matter  of  crossings.  This  might  be  one  way  in  which  we  could  get 
into  the  matter  in  our  various  States,  if  we  would  protect  and  edu- 
cate the  children  with  reference  to  these  questions.  I  feel  that  this 
committee,  if  its  investigation  and  work  can  result  in  the  saving  of 
the  life  of  one  little  child,  will  have  done  noble  work.  I  should  feel 
so  for  my  own  part,  and  I  know  the  balance  of  the  committee  feel 
the  same  way. 

In  regard,  now,  to  the  laws  that  govern  the  question  of  trespassing 
upon  railroad  right  of  way,  our  local  laws  in  our  State  are  not  ample 
to  cover  this  question.  The  law,  so  far  as  trespassing  upon  a  sup- 
posed right  of  way,  is  severe.  If  you  pull  up  a  stake  or  move  a  mark 
that  a  locating  engineer  puts  upon  your  land,  you  are  subject  to 
punishment  by  imprisonment  in  the  penitentiary  in  our  State.  If 
you  place  any  obstruction  upon  that  right  of  way  after  that  road  is 
constructed  that  is  liable  to  wreck  the  train  or  delay  the  progress  of 
that  train,  you  are  also  subject  to  punishment.  Not  more  than  a  week 
ago,  in  one  of  the  northern  counties  of  our  State,  a  young  man  was 
sentenced  to  the  penitentiary  for  placing  some  ties  upon  the  track. 
This  is  righ^.  We  should  not  be  allowed  to  place  obstructions  upon 
the  track  or  to  in  any  way  interfere  with  the  movement  of  these 
trains.  But  when  you  come  down  to  the  point  of  eliminating  the 
grade  crossings  and  letting  the  individual  or  the  county  or  the  State 
bear  its  portion  of  that  expense,  I  agree  with  the  gentleman  here  who 
says  it  looks  hard,  after  we  have  furnished  the  money  to  build  these 
bridges,  for  that  amount  to  then  be  made  a  part  of  the  capital  of  that 
railroad  and  that  bridge  to  be  made  a  part  of  the  equipment  of  that 
railroad  and  for  us  to  have  to  pay  a  return  upon  it. 
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We  have  the  same  condition  existing  in  our  country  in  regard  to 
the  support  that  AVC  have  formerly  given  by  donation  of  public-land 
grants  to  the  railroad.  In  one  instance  alone  in  five  counties  we 
have  given  over  $4,000,000  worth  of  property  to  the  construction  of 
one  road  alone.  Still  they  go  right  into  the  courts  and  ask  a  fail- 
compensation  upon  that  $4,000,000  gift. 

When  we  go  to  eliminate  these  crossings  and  when  we  go  to  pro- 
tect these  crossings,  there  are  many  things  that  can  be  done  to  pre- 
vent accidents  upon  the  crossings  that  would  not  be  in  the  nature  of 
elimination.  For  instance,  electrical  bells  are  a  very  great  help; 
watchmen  at  particular  crossings  are  another  form  of  help.  Another 
form  of  help  would  be  that  crossings  which  are  most  dangerous 
should  be  eliminated  entirely.  For  instance,  a  crossing  that  comes 
in  a  cut  should  have  an  overhead  bridge,  while  a  crossing  that  co: 
directly  on  the  level,  if  not  obstructed  by  timber,  may  he  seen  for  a 
great  distance. 

There  is  a  statute  to  which  I  want  to  call  your  attention.  If  any 
of  37ou  have  this  statute  in  your  State,  I  would  suggest  that  you 
endeavor  to  see,  as  commissioners,  that  the  statute  is  absolutely  com- 
plied with.  That  is  the  statute  compelling  them  to  blow  the  whistle 
and  to  sound  the  bell  before  they  come  within  so  many  rods  of  the 
crossing.  There  is  one  of  the  most  important  statutes  upon  the  stat- 
ute books  .of  our  State.  We  regard  that  as  very  important.  We  re- 
quire them  by  law  to  ring  a  bell  of  a  certain  weight  or  sound  a  whistle 
80  rods  before  coming  to  this  crossing,  and  to  continue  to  ring  that 
bell  and  blow  that  whistle  until  the  crossing  is  reached.  We  rind  in 
about  90  per  cent  of  the  accidents  that  happen  that  they  have  abso- 
lutely failed  to  comply  with  that  law. 

The  law  specifies  that  the  party  making  the  report  or  bringing 
about  the  indictment  gets  one-half  of  the  fine,  which  is  $100.  I  have 
known  grand  juries  in  our  county  to  refuse  to  indict  the  railroad  for 
not  blowing  that  whistle  or  ringing  that  bell  upon  the  ground  that 
they  felt  it  was  picayunish  in  the  people  to  make  that  report, 

Not  less  than  six  weeks  ago,  together  with  two  other  comm 
I  visited  the  scene  of  a  wreck  that  was  caused  directly  by  thai  very 
neglect  to  sound  the  whistle,  where  there  were  three  persons  seriously 
crippled  and  a  team  of  horses  and  wagon  crushed  to  piecjes. 

There  was  another  case  where  a  railroad  company  stopped  a  train 
to  get  water  right  at  a  crossing.  A  man  waiting  for  the  opening  of 
the  crossing  waited  a  reasonable  length  of  time,  and  he  was  an  intel- 
ligent man,  too.  He  started  around  the  front  end  of  the  train,  this 
train  being  upon  a  siding,  and  as  he  stepped  upon  the  main  track 
the  Texarkana  Flyer  came  along  and  swept  him  into  eternity — and  all 
because  they  failed  to  blow  their  whistle  and  ring  their  bell. 
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We  might  do  some  good  by  having  the  teachers  of  our  public 
schools  instruct  their  children  and  see,  for  instance,  if  possible,  that 
they  stop  using  the  railroad  right  of  way  as  a  public  highway.  It  is 
a  natural  desire  to  walk  upon  a  railroad  track.  I  have  lived  for  the 
past  two  or  three  years  some  distance  from  the  post  office,  and  it  is 
a  high,  dry  road,  and  I  will  admit  I  come  up  on  the  railroad  right  of 
way  and  go  to  the  post  office,  and  do  it  regularly.  Not  only  that,  but 
in  some  instances  where  the  railroads  have  graveled  some  of  their 
trestles  we  find  people  in  our  country  absolutely  riding  or  driving 
across  some  of  those  trestles  20  or  30  yards.  It  is  getting  worse  and 
worse,  so  far  as  trespassing  on  the  rights  of  way  is  concerned.  I 
know  what  a  horrible  cry  there  would  be  if  the  section  foremen 
or  the  crew  of  the  local  or  the  crew  of  the  passenger  were  allowed 
to  arrest  people  trespassing  on  the  right  of  way,  and  I  doubt  whether 
the  law  could  be  enforced  at  all,  if  there  was  such  a  law  upon  the 
statute  books.  But  we  ought  to  look  more  and  more  all  the  time  to 
the  protection  of  our  citizens.  A  human  life  can  not  be  measured  in 
money  value,  when  it  is  mine  or  yours  or  the  life  of  our  loved  ones. 

So  far  as  the  question  of  grade  crossings  is  concerned,  I  am  will- 
ing to  take  it  upon  myself  in  our  section  of  the  country  to  see  that 
some  grade  crossings  are  eliminated,  if  we  have  the  power  to  do  it. 
That  is  perhaps  enough  along  the  line  of  grade  crossings  and  the 
elimination  of  grade  crossings  and  the  question  of  trespassing  upon 
railroad  rights  of  way.  Absolutely  every  man,  woman,  and  child 
that  walks  upon  the  right  of  way  of  a  railroad  is  trespassing  upon 
the  property  of  that  road,  but  at  the  same  time  the  road  is  somewhat 
responsible  for  the  trespassing.  They  are  permitting  it ;  they  are  not 
only  permitting  it,  but  they  are  willingly  permitting  it.  If  the  rail- 
roads would  call  attention  to  the  amount  of  money  they  have  to  pay 
out  in  damages  and  for  loss  of  life  and  would  demonstrate  that  that 
amount  of  money  would  build  almost  all  the  crossings  and  eliminate 
a  great  many  of  them,  it  would  be  quite  an  educational  proposition. 
Just  a  week  ago  I  was  on  a  fast  train,  coming  up  from  the  southern 
part  of  the  State,  when  the  bell  began  to  ring  and  the  whistle  to 
sound.  The  train  stopped,  and  we  went  down  and  found  an  aged 
citizen  lying  with  his  head  absolutely  cut  off.  He  had  walked  along 
and  fallen  with  his  head  across  the  track,  and  the  train  cut  his  head 
off.  I  understand  there  is  a  suit  pending  as  a  result  of  that  accident. 
If  there  were  some  way  to  prevent  a  man  walking  along  that  right 
of  way  the  railroad  itself  would  be  protected  from  that  kind  of  a 
damage  suit  and  from  payment  of  the  amount  of  damages  they  will 
have  to  pay  in  such  a  case. 

In  one  case  I  know  they  paid  a  thousand  dollars  damage,  which 
would  absolutely  build  and  maintain  for  some  time  an  underground 
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crossing  at  the  very  point  where  this  accident  happened  that  I  speak 
of.  I  do  not  know  what  the  damage  will  be  in  the  other  two  cases. 
This  damage  of  a  thousand  dollars  was  paid  for  the  loss  of  the  team, 
«nd  the  damage  to  the  three  parties  was  settled  by  compromise.  It 
seems  to  me  that  the  railroads  should  eliminate  crossings,  and  do 
everything  in  their  power  to  make  them  absolutely  safe.  Another 
question  is  the  stopping  of  trains  across  the  public  road.  That 
law  is  not  observed  as  it  should  be.  In  one  of  these  cases,  if  the 
railroad  had  cut  their  train  60  feet,  as  required  by  law.  the  dam- 
age might  not  have  come;  but  they  did  not  do  that.  The  law  pro- 
vides for  a  60-foot  cut,  but  they  did  not  cut  more  than  25  or  30  feet. 
We  must  save  lives  by  seeing  that  the  absolute  distance  which  the 
law  provides  is  opened  up  in  such  cases.  Where  the  trains  are  not 
opened  the  proper  distance  they  cut  off  the  view  of  incoming  and  out- 
going trains.  Anything  we  could  do  along  the  line  of  saving  human 
life,  leaving  out  the  question  of  elimination  and  leaving  out  the  ques- 
tion of  trespass,  would,  of  course,  be  a  benefit.  Let  us  get  to  work 
and  try  to  protect  these  crossings  as  much  as  we  can  and  eliminate 
them  as  far  as  possible. 

So  far  as  the  statute  is  concerned,  that  is  a  difficult  question.  T 
served  two  terms  in  the  legislature  myself,  and  it  had  not  been  called 
to  my  attention  at  all.  I  had  never  even  dreamed  of  the  question  of 
elimination  of  railroad  crossings  until  it  was  called  to  my  mind  by 
the  report  of  one  of  the  committees  in  last  year's  convention,  when 
I  read  their  report.  I  at  once  began  to  study  the  question  and  began 
to  look  to  see  what  was  the  cause  of  the  deaths  in  our  immediate 
neighborhood,  and  I  find  that  I  can  name  several  in  our  immediate 
vicinity  that  have  happened  since  that  time.  However,  in  1906,  I 
introduced  a  little  measure  along  this  line,  brought  to  my  mind 
by  newspaper  reports  that  a  young  lady  of  our  State,  a  prominent 
young  lady,  in  starting  home  to  dinner  had  walked  across  a  rail- 
road right  of  way,  and  a  backing  car,  without  an  engine  attached, 
ran  over  her  and  killed  her.  I  introduced  a  law  providing  that 
no  car  should  move  at  a  crossing  or  in  a  public  yard  without  some 
one  being  in  possession  and  control  of  that  car;  but  owing  to  the 
fight  that  came  up  from  the  organized  railroad  workers  in  our  town, 
the  bill  was  defeated.  However,  I  am  still  in  favor  of  it  and  should 
like  to  see  it  made  a  law. 

Gentlemen,  I  thank  you  for  the  few  minutes  I  have  taken  of  your 
time. 

Mr.  DANIELS,  of  New  Jersey.  Mr.  President,  I  desire  to  suggest  a 
few  questions  about  which  we  are  in  doubt  in  our  State.  The  grade- 
crossing  question  has  become  acute  there,  and  both  political  parties 
have  made  specific  reference  to  the  matter  in  their  platforms.  One 
party  declares  for  compulsory  elimination  of  crossings  at  the  expense 
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of  the  companies,  and  the  other  party  declares  for  vesting  the  commis- 
sion with  power  to  bring  about  this  gradual  elimination. 

The  first  difficulty  we  find  in  the  matter  of  grade  crossings  is  that 
there  are  really  sections  where  a  real-estate  development  is  going  on, 
particularly  along  the  shore,  where  we  find  petitions  presented  to 
grant  new  grade  crossings  where  they  do  not  now  exist.  We  find  we 
are  between  two  fires.  On  the  one  hand,  in  the  thickly  settled  sec- 
tion there  is  no  agitation  for  grade  crossings,  and  in  half  a  dozen 
places  where  there  is  real-estate  development  along  the  shore  the 
people  interested  in  real  estate  will  besiege  the  commission  \\ith 
requests  to  put  in  local  crossings  so  as  to  benefit  their  real  estate. 

The  mere  provision  that  a  certain  number  of  crossings  be  elimi- 
nated entirely  is  not  sufficient.  If  you  eliminate  60,  and  there  are 
70  new  ones  opened,  you  are  tending  toward  the  worse  as  a  result  of 
your  60  eliminations.  That  is  the  first  difficulty  we  have  to  contend 
with,  and  about  all  we  manage  to  do  there  is  to  sit  tight  and  refuse 
to  open  up  new  grade  crossings  wherever  we  can  find  a  shadow  of  an 
excuse. 

The  second  question,  in  the  larger  cities — in  the  city  of  Elizabeth, 
for  example — is  to  determine  who  shall  be  responsible  for  damages 
to  adjacent  real  estate.  That  is  a  very  serious  question  in  a  thickly 
settled  community  where  questions  of  interest  would  have  to  be 
considered,  and  the  question  of  damages  would  occur  to  adjacent 
real  estate.  If  it  were  a  matter  of  elevating  a  track  that  ran  through 
an  unsettled  section,  that  question  would  not  arise ;  but  it  is  a  serious 
question  when  you  talk  about  the  elevation  of  tracks  through  a  thickly 
settled  town. 

It  is  my  impression,  moreover,  that  great  difficulty  is  going  to  be 
created  if  you  vest  the  commission  with  the  absolute  power  to  appor- 
tion as  between  the  carrier  and  the  municipality  their  respective 
shares  of  the  cost  of  elevating  tracks.  For  example,  we  had  a  case 
before  our  commission  where  the  Central  Railroad  of  New  Jersey 
made  known  to  the  commission  that  they  would  stand  whatever  pro- 
portion of  the  cost  of  elevating  the  tracks  the  commission  determined 
was  their  fair  proportion.  The  attorney  for  the  city  rejected  the 
offer  absolutely  and  declared  that  the  city  of  Elizabeth  would  not 
stand  for  the  expenditure  of  one  cent  in  contributing  to  the  elimina- 
tion of  grade  crossings  through  that  particular  section. 

My  judgment  would  be,  if  you  vest  the  commission  with  the  power 
to  determine  more  or  less  at  its  own  will  what  share  the  community 
shall  bear  and  what  share  the  railroads  shall  bear,  and  what  share 
the  trolley  company  will  bear — because  very  often  they  run  across 
the  railroad  tracks — you  would  soon  find  the  local  municipalities  all 
over  the  State  up  in  arms  against  what  they  regard  as  an  invasion 
of  their  right  of  local  self-government.  If  you  impose  upon  this 
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town  or  that  town  another  large  expenditure  they  would  claim  that 
their  right  of  local  self-government  was  being  taken  out  of  their 
hands,  and  that  their  indebtedness  was  being  enlarged  and  new 
indebtedness  created  without  their  consent. 

Mr.  President,  my  object  in  arising  is  to  get  light  on  these  points. 
If  real  estate  adjacent  is  damaged  by  the  elevation  of  tracks,  how 
are  you  going  to  distribute  the  damage — on  the  carrier,  on  the  city, 
or  in  some  proportion  upon  both  ? 

It  is  a  question  as  to  whether  vesting  such  powers  in  a  commission 
would  not  irritate  the  local  communities  if  the  commission  should 
venture  to  assess  upon  the  local  community  any  considerable  por- 
tion of  the  cost  of  such  elevation. 

Mr.  THORNE,  of  Iowa.  I  can  not  believe  that  I  made  myself  clear 
a  few  moments  ago.  I  think  that  there  was  a  misunderstanding 
in  regard  to  the  motion  which  was  submitted;  but  whether  or  not 
that  was  the  case.  I  desire  to  offer  this  amendment  to  the  committee's 
report. 

I  move  that  the  report  of  the  committee  be  amended  by  inserting 
in  the  thirteenth  line  of  the  last  paragraph  on  the  third  page  this 
clause  parenthetically: 

Provided  the  cost  of  the  same,  ?o  far  as  borne  by  the  State,  county,  town,  or 
Tillage,  can  legally  be,  and  is,  separated  from  the  value  upon  which  the  railroad 
company  is  entitled  to  a  return. 

If  you  gentlemen  are  sincere  in  this  desire  that  the  grade  crossings 
be  eliminated  you  will  not  object  to  such  a  clause  in  your  report.  If 
you  are  desirous  for  the  public  to  build  these  improvements,  and 
then  ask  the  public  to  pay  a  return  to  the  railroad  companies  upon 
the  public's  investment  you  will  oppose  that  amendment.  I  offer  it 
in  all  sincerity  as  merely  a  safeguard  against  what  I  think  would 
be  wrong,  and  the  position,  if  I  can  make  myself  clear,  is  unassail- 
able, as  I  believe.  In  the  way  I  have  worded  the  clause  it  is  only 
that  the  public  shall  pay  no  return  upon  what  they  build.  Taking  it 
in  the  large  cities,  the  cost  of  an  improvement  might  be  five  or  ten 
million  dollars.  It  is  entirely  unfair  to  turn  right  around  and  say  the 
public  must  pay  a  return  to  the  railroad  company  upon  that  five 
or  ten  million  dollars. 

I  will  read  the  clause  once  more  that  everybody  may  understand  it: 

Provided  the  cost  of  the  same,  so  far  as  borne  by  the  State,  county,  town,  or 
village,  can  legally  be,  and  is,  separated  from  the  value  upon  which  the  railroad 
company  is  entitled  to  a  return. 

If  you  expect  the  public  of  this  country  to  build  these  improve- 
ments and  then  turn  around  and  pay  a  return  upon  what  they  build, 
you  are  starting  out  upon  a  doctrine  that  is  going  to  be  most  emphati- 
cally repudiated  over  the  country  in  the  different  States.  You  are 
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asking  the  public  to  build  railway  properties  and  then  pay  a  return 
on  what  they  invest,  which  is  unsound,  unjust,  and  has  never  been 
sanctioned  by  any  court  or  any  tribunal  of  any  standing  in  this  land. 

I  move  that  as  an  amendment  to  the  report  of  the  committee. 

Mr.  MILLS,  of  Minnesota.  It  seems  to  me  you  are  taking  the  wrong 
view  of  the  matter.  It  seems  to  me  you  are  providing  that  no  elimi- 
nation of  grade  crossings  can  take  place  so  long  as  there  is  any  ques- 
tion about  the  legality  of  the  proposition.  I  do  not  want  to  concede 
there  is  any  doubt  about  its  legality,  as  I  think  your  amendment  does. 

Mr.  THORNE,  of  Iowa.  In  this  very  room  Mr.  Dawes,  general  so- 
licitor of  the  Chicago,  Burlington  &  Quincy  Railroad  Co.,  said 
they  were  entitled  to  a  return  upon  such  improvements;  and  if 
he  did  not  say  so,  then  I  am  wrong,  and  any  person  in  this  room  can 
correct  me,  and  I  wisji  they  would  do  so.  He  took  precisely  the 
opposite  position  from  the  gentleman  from  Minnesota.  Mr.  Dawes 
is  general  solicitor  of  the  Chicago,  Burlington  &  Quincy  Railroad 
Co.,  and  in  an  argument  here  in  which  the  issue  as  to  the  amount 
of  the  returns  they  were  entitled  to  was  at  stake  he  made  that 
statement.  I  have  avoided  the  necessity  for  us  to  determine  that 
legal  proposition  by  wording  my  clause  as  I  have.  I  do  not  embar- 
rass you  and  you  do  not  embarrass  me.  I  am  agreed  to  it,  provided 
that  can  be  legally  done;  so  if  you  are  correct,  then  the  resolution 
does  not  hurt  you,  and  if  the  railway  companies  are  correct  the 
resolution  will  not  hurt  the  public. 

Mr.  MILLS,  of  Minnesota.  I  do  not  want  to  concede  that  there  is  any 
doubt  about  its  legality.  I  do  not  want  this  convention  to  concede 
there  is  any  doubt  about  the  legality  of  it.  If  the  municipality  has  a 
right  to  compel  the  company  to  pay  these  expenses,  which  is  un- 
doubtedly true — because  it  was  so  decided  in  the  Minneapolis  case — 
that  is  the  proper  policy.  If  the  municipality  will  pay  part  of  it,  then 
the  railroad  company  shall  not  have  any  revenue  upon  that  part. 

Mr.  TIIORNE,  of  Iowa.  Suppose  you  were  wrong?  Suppose  the 
United  States  Supreme  Court  should  hold  that  you  are  wrong  after 
all  these  improvements  are  built;  would  you  think  it  right  then  that 
these  companies  should  be  entitled  to  a  return  upon  them? 

Mr.  MILLS,  of  Minnesota.  No,  sir;  I  do  not  think  so. 

Mr.  THORNE,  of  Iowa.  Then  what  is  your  objection  to  it  at  all? 

Mr.  MILLS,  of  Minnesota.  Because  your  clause  contemplates  no 
elimination  of  grade  crossings  except  it  can  be  done  without  re- 
quiring it.  That  is  the  reason  I  object  to  it. 

Mr.  BERRY,  of  Illinois.  The  only  proposition  is  that  in  case  the 
public  pays  any  part  of  this  expense  it  can  not  be  considered  in  the 
valuation  of  the  railroad  property.  There  can  be  no  objection  to  that 
at  all.  If  there  is  a  bridge  built  across  the  Des  Moines  River  that 
cost  a  million  dollars  and  the  State  of  Iowa  pays  half  of  it,  when 
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they  come  to  determine  what  is  the  physical  valuation  of  that  bridge 
as  a  part  of  the  railroad  property  $500,000  of  it  is  not  considered  in 
that  physical  valuation,  having  been  paid  by  the  State  of  Iowa. 

Mr.  DICKINSON,  of  Michigan.  Of  course,  where  there  are  42  mem- 
bers of  a  committee  it  is  quite  impossible  to  have  a  conference  with 
that  number  scattered  as  they  are  over  every  State  in  the  Union,  ex- 
cept through  correspondence,  and  it  is  quite  a  difficult  matter  to 
bring  to  this  convention  a  report  that  would  meet  every  phase  of  this 
subject  and  satisfy  every  member.  I  have  tried  to  embody  in  this 
report  as  much  as  possible  the  different  views  of  the  members  of  the 
committee,  feeling  that  it  might  be  properly  discussed  at  this  meeting. 

In  the  State  of  Michigan  we  have  laws  in  regard  to  separation  of 
grades,  but  the  commission  has  no  authority  under  those  laws,  except 
in  the  apportionment  of  expense  in  the  event  of  a  disagreement  be- 
tween the  parties  interested.  The  recommendations  made  herein  will 
give  the  commission  of  each  State,  if  it  become  a  law,  authority  over 
such  matters. 

Trespassing  upon  railroads  is  prohibited  by  law  in  the  State  of 
Michigan,  but  no  penalty  is  imposed  for  the  violation  of  same.  Rail- 
road companies  may  have  any  number  of  "  no  trespassing  "  signs  in 
evidence,  but  apparently  no  attention  is  given  to  them.  Our  report 
shows  that  there  were  more  people  killed  during  the  year  1910  in 
Michigan  as  trespassers  than  there  were  killed  of  passengers  and  em- 
ployees combined.  The  reports  of  the  Interstate  Commerce  Com- 
mission for  the  months  of  October,  November,  and  December.  1910; 
show  a  total  of  1,314  tresspassers  -killed,  or  practically  one-half  of 
the  persons  killed  on  railroads  in  the  United  States  during  that 
period  were  trespassers.  This  demonstrates  the  fact  that  there  is  a 
necessity  for  action  to  be  taken  by  the  members  of  this  association 
with  their  respective  legislatures  along  these  lines,  and  I  feel  certain 
that  a  request  from  an  association  as  important  as  the  National  Asso- 
ciation of  Railway  Commissioners,  if  properly  presented,  would  be 
given  due  consideration. 

The  motion  to  adopt  the  amendment  was  carried. 

The  motion  to  adopt  the  report  as  amended  was  carried. 
'Mr.  Berry,  of  Illinois,  was  here  called  to  the  chair,  President  Burr 
taking  his  seat  among  the  members  on  the  floor. 

ELECTION  OF  OFFICERS. 

Chairman  BERRY.  The  special  order- at  this  hour  is  the  election  of 
officers.  The  first  thing  in  order  is  nomination  of  candidates  for 
president  of  this  association  for  the  ensuing  year. 

Mr.  DECKER,  of  New  York.  I  am  complimented  by  the  privilege 
of  placing  in  nomination  for  the  office  of  president  of  this  great  asso- 
ciation a  man  who  has  been  for  a  long  period  of  years  a  member  of 
the  association,  who  has,  I  think,  attended  every  session  since  he  has 
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been  a  railroad  commissioner,  who  lias  most  earnestly  participated 
in  all  of  the  work  of  the  association,  \vho  has  worked  with  us  and  to 
some  extent  led  us  in  our  session  work,  and  who  has  labored  arduously 
throughout  the  year  for  the  advancement  of  public  regulation.  I 
am  the  more  enthused  in  making  this  nomination  by  what  I  conceive 
to  be  the  fact  that  he  is  the  unanimous  choice  of  this  convention.  He 
is  a  man  for  whom  we  all  have  the  highest  esteem  and  respect,  and 
many  of  us  are  his  close  personal  friends.  I  know  I  do  not  surprise 
you  when  I  nominate  for  the  office  of  president  for  the  ensuing  year 
the  Hon.  Charles  S.  Staples,  of  Minnesota. 

Mr.  FINN,  of  Kentucky.  I  move  the  nominations  be  closed  and  that 
Mr.  Staples  be  declared  the  unanimous  choice  of  this  convention  for 
president  for  the  ensuing  year. 

The  motion  was  carried. 

Chairman  BERRY.  Mr.  Staples  is  declared  the  unanimous  choice  of 
the  association  for  the  office  of  president  for  the  ensuing  year. 

The  next  office  to  be  rilled  is  that  of  first  vice-president.  Nomina- 
tions are  in  order. 

Mr.  GLASGOW,  of  Michigan.  T  believe  it  is  conceded  by  all  gentle- 
men who  participate  in  the  deliberations  of  this  association  that 
men  who  have  shown  not  only  their  ability  to  work  but  their  will- 
ingness to. do  whatever  is  nece.-sary  to  accomplish  effective  work, 
both  in  the  body  as  a  whole  and  also  upon  the  committees,  do  the 
kind  of  work  which  prompts  us  to  honor  them  when  we  can.  It 
is  not  always  the  man  who  has  so  much  to  say  upon  the  floor  that 
gives  evidence  of  his  ability  to  lead.  The  thinker  may  be  the  man 
whom  we  are  able  to  follow,  and  oftentimes  the  man  who  has  good 
thought  is  able  and  willing  to  instruct  the  rest  of  us.  During  the 
deliberations  of  this  convention  there  has  been  a  gentleman  upon 
this  floor  who  has  had  years  of  experience  in  traffic  lines,  who  has 
been  chairman  of  one  of  the  foremost  commissions  in  this  country, 
a  man  wTho  has  spoken  with  a  great  deal  of  wisdom  in  our  delibera- 
tions, and  a  man,  I  think,  who  is  entirely  worthy  of  our  confidence 
and  the  honor  which  I  ask  you  to  bestow  upon  him.  I  may  know 
him  personally  better  than  some  of  you,  and  therefore  may  be  better 
able  to  determine  his  qualifications  for  this  position.  For  the  posi- 
tion of  first  vice-president  I  have  the  honor  to  nominate  the  Hon. 
O.  P.  Gothlin,  of  Ohio. 

Mr.  MANN,  of  North  Dakota.  I  move  the  nominations  be  closed  and 
Mr.  Gothlin  be  declared  the  unanimous  choice  of  the  convention  for 
the  office  of  first  vice-president. 

The  motion  was  carried. 

Chairman  BERRY.  Mr.  Gothlin  is  declared  the  duly  elected  first  vice 
president  of  the  association  for  the  ensuing  year. 

The  next  office  to  be  filled  is  that  of  second  vice  president.  Nomi- 
nations are  in  order. 
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Mf.  Hi  UK.  of  Florida.  I  rise  to  perform  what  is  to  UK-  ;i  very 
pleasant  task.  The  gentleman  whoso  name  I  intend  to  present  to 
this  convention  as  a  candidate  for  the  otliee  of  second  vice  president 
does  not  even  know  what  I  am  on  my  feet  for  at  this  moment.  I 
intend  to  present  the  name  of  this  gentleman  for  your  considera- 
tion because  he  has  been,  in  my  judgment,  one  of  the  most  faith- 
ful, not  only  in  his  attendance  upon  the  sessions,  but  in  his  work 
during  the  years  ever  since  he  has  been  a  State  railroad  commissioner. 
I  commenced  this  work  about  10  years  ago,  and  I  found  him  at  the 
first  convention  that  I  attended,  and  he  has  been  present  at  every  one 
since.  He  is  older  in  the  work,  I  think,  than  I  am,  and  has  attended 
these  conventions  even  further  back  than  I  have  mentioned. 

It  will  be  a  real  pleasure  to  me  to  see  his  work  rewarded.  It  is  a 
further  pleasure  to  me  because  he  is  from  a  neighboring  State.  It  is 
a  further  pleasure  to  present  his  name,  because  I  regard  him  as  my 
personal  friend.  I  refer  to  the  Hon.  H.  Warner  Hill,  of  Georgia,  and 
offer  his  name  to  this  convention  for  its  next  second  vjice  president. 

Mr.  DECKER,  of  New  York.  I  want  to  add  my  testimony  to  the 
words  of  commendation  just  spoken.  I  have  labored  with  Commis- 
sioner Hill,  of  Georgia,  so  long  that  I  would  like  to  take  all  day  in 
discussing  his  splendid  qualifications,  but  such  an  effort  is  utterly 
useless.  I  move  that  the  nominations  be  closed,  and  that  Mr.  Hill, 
of  Georgia,  be  declared  second  vice  president  by  acclamation. 

The  motion  was  carried. 

Chairman  BERRY.  Mr.  Hill  is  declared  the  unanimous  choice  of  the 
association  for  the  office  of  second  vice  president  for  the  ensuing  year. 

The  next  office  to  fill  is  that  of  secretary. 

Mr.  PRENTIS,  of  Virginia.  I  rise  to  nominate  the  present  incumbent, 
Mr.  William  H.  Connolly,  of  the  Interstate  Commerce  Commission. 
I  really  do  not  see  how  we  can  get  along  comfortably  without  him. 
I  understand  that  he  does  not  desire  the  place,  and  I  see  he  is  about 
to  rise  and  say  he  does  not  desire  it ;  but  I  think  the  association  wants 
him,  and  I  nominate  him  for  that  office. 

Mr.  CONNOLLY,  of  the  Interstate  Commerce  Commission.  I  sin- 
cerely thank  the  gentleman  for  nominating  me  for  the  position  of 
secretar}7  and  I  keenly  appreciate  the  honor.  Mr.  Prentis  is  correct, 
however,  in  stating  that  I  do  not  desire  the  place,  and  I  wish  to  make 
my  position  clear  to  the  members  of  the  convention.  I  have  served 
this  association  as  its  secretary  for  many  years  to  the  best  of  my 
ability,  but  for  personal  reasons  I  now  ask  to  be  relieved.  There  is 
a  large  amount  of  work  and  some  responsibility  attached  to  the  duty 
of  this  position,  and  I  can  no  longer  give  it  the  time  it  requires.  I 
therefore  request  that  some  other  member  of  the  association  be  se- 
lected as  your  secretary  for  the  coming  year.  I  thank  each  and 
every  member  of  the  association  for  the  many  considerations  shown 
me  during  the  years  I  have  been  secretary  of  this  honorable  body. 
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Mr.  MILLS,  of  Minnesota.  I  do  not  see  how  we  can  get  along  with- 
out Mr.  Connolly.  There  is  no  one  I  know  of  whom  we  can  put  in 
there  to  do  as  well  as  he  has  done.  He  is  familiar  with  the  work 
and  I  think  we  ought  to  insist  upon  his  accepting.  We  might 
increase  his  salary,  so  far  as  that  is  concerned. 

Mr.  BURR,  of  Florida.  I  would  like  to  second  the  nomination  of 
Mr.  Connolly,  and  to  say  that  from  my  experience  as  president  of 
this  association  during  the  last  year  it  would  be  difficult,  in  my  judg- 
ment, for  the  new  officer  to  get  along  very  well  without  the  aid  of 
Mr.  Connolly.  He  is  thoroughly  familiar  with  the  work  and  can 
supply  data  quicker  than  possibty  anybody  else  outside  of  Washing- 
ton City. 

Mr.  DECKER,  of  New  York.  I  move  the  nominations  be  closed  and 
that  Mr.  Connolly  be  declared  the  unanimous  choice  of  the  associa- 
tion, by  acclamation,  for  the  position  of  secretary. 

Chairman  BERRY.  Mr.  Connolly  is  declared  elected  secretary  of 
the  association  for  the  ensuing  year. 

The  next  office  to  fill  is  that  of  assistant  secretary. 

Mr.  PRENTIS,  of  Virginia.  As  we  are  sustaining  the  administration, 
I  nominate  Mr.  William  Kilpatrick,  of  Illinois. 

Mr.  SMITH,  of  South  Dakota.  I  move  the  nominations  be  closed 
and  that  Mr.  Kilpatrick  be  declared  elected  assistant  secretary  by 
acclamation. 

The  motion  was  carried. 

President  Burr  here  resumed  the  chair,  Mr.  Berry,  of  Illinois, 
resuming  his  seat  among  the  members  on  the  floor. 

The  PRESIDENT.  The  next  report  in  order  is  the  report  of  the  com- 
mittee on  railroad  taxes  and  plans  for  ascertaining  the  fair  valua- 
tion of  railroad  property.  This  report  is  in  print.  It  was  prepared 
by  Mr.  Bassett,  of  the  first  district  of  New  York,  who  is  not  now 
a  member  of  the  commission.  It  has  been  approved  by  the  mem- 
bers of  his  committee  with  one  exception,  as  will  be  disclosed  by  the 
reading  of  the  report,  which  duty  I  will  ask  the  assistant  secretary 
to  perform. 

The  report  of  the  committee  was  thereupon  read  by  Assistant 
Secretary  Kilpatrick,  as  follows : 

REPORT   OF   COMMITTEE   ON   RAILROAD    TAXES   AND   PLANS   FOR 
ASCERTAINING  THE  FAIR  VALUE  OF  RAILROAD  PROPERTY. 

VALUATION   OF  PUBLIC-SERCICE   CORPORATIONS. 

The  subject  allotted  to  this  committee  includes  two  quite  distinct 
though  related  subjects : 

(1)  Railroad  taxation. 

(2)  Methods  of  ascertaining  the  fair  valuation  of  railroad  prop- 
erty. 
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The  general  subject  of  railroad  taxation  has  been  a  chief  topic 
of  discussion  from  the  organization  of  this  association  and  has  been 
ably  treated  in  the  annual  reports  of  our  predecessors  on  this  com- 
mittee. Owing  to  this  fact  and  to  the  difficulty  of  dealing  with 
two  such  important  and  comprehensive  subjects  in  the  same  report. 
we  have  decided  to  devote  our  attention  to  the  second  subject,  that 
of  "  the  fair  valuation  of  railroad  property." 

A  valuation  of  a  railroad  or  other  public  utility  may  be  made  for 
various  purposes: 

(1)  Private  purchase,  including  the  purchase  or  marketing  of 
securities. 

(2)  Public  purchase  for  municipal  or  Government  ownership. 

(3)  Taxation. 

(4)  Rate  making. 

(5)  Accounting  and  capitalization. 

A  State  commission  will  have  nothing  to  do  with  valuations  for  the 
first  purpose  above  stated,  but  will  be  required  to  make  valuations  for 
any  or  all  of  the  other  four  purposes.  Thus  the  Wisconsin  Railroad 
Commission  has  been  required  to  make  valuations  of  waterworks  for 
the  purpose  of  municipal  purchase;  the  official  valuations  of  rail- 
roads in  Michigan  and  Wisconsin  were  for  tax  purposes,  the  official 
valuation  of  railroads  in  Minnesota,  Washington,  and  South  Dakota 
primarily  for  rate  purposes,  and  the  official  valuation  in  Texas  for 
the  purpose  of  regulating  the  issue  of  stocks  and  bonds. 

It  is  a  question  of  prime  importance  whether  a  valuation  for  one  of 
these  purposes  may  be  used  for  the  other  purposes  also.  Is  valuation 
the  same  regardless  of  the  purpose,  or  is  valuation  meaningless  unless 
made  with  reference  to  some  specific  purpose?  Prior  discussions  of 
valuation  both  writhin  and  outside  of  this  association  have  usually 
maintained  that  valuation  should  be  the  same  regardless  of  the  pur- 
pose for  which  the  valuation  is  to  be  used.  How.  for  example,  can  a 
State  commission  recognize  four  different  kinds  of  value  and  make 
one  valuation  for  municipal  purchase,  another  for  taxation,  another 
for  rate  making,  and  another  for  capitalization  ?  To  do  so  seems  at 
first  thought  inconsistent.  On  the  other  hand,  a  little  consideration 
will  show  that  value  is  meaningless  unless  made  with  reference  to 
some  particular  object.  To  be  sure,  it  may  happen  that  fair  value 
for  one  purpose  is  the  same  as  fair  value  for  another,  but  in  order  to 
determine  what  is  fair  value  for  any  specific  purpose  it  is  necessary 
to  think  it  out  with  reference  to  this  purpose  only,  and  when  we  dis- 
cuss the  theory  and  elements  of  valuation,  it  seems  necessary  that  we 
should  have  in  mind  a  specific  purpose  that  the  valuation  is  to  serve. 
It  appears  to  us  that  considerable  confusion  in  the  discussion  of  the 
subject  of  valuation  has  arisen  either  from  lack  of  attention  to  this 
fact  or  from  the  false  assumption  that  value  may  be  ascertained 
without  reference  to  purpose. 
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Some  of  the  trouble  doubtless  arises  from  a  confusion  of  the  terms 
"cost"  and  "value."  Cost  is  a  definite  amount  regardless  of  pur- 
pose. The  actual  cost  and  the  reproduction  cost  of  any  structure  may 
be  determined  without  reference  to  the  purpose  for  which  such  esti- 
mates may  later  be  used.  This  is  what  is  often  meant  when  it  is  said 
that  valuation  should  be  the  same  regardless  of  purpose.  All  that  is 
really  intended  is  that  actual  cost  or  reproduction  cost  should  be  the 
same.  But  cost  is  not  necessarily  value  for  any  purpose,  though  it  is 
an  element  in  estimating  fair  value  for  almost  any  purpose.  Thus 
fair  value  for  rate  purposes  may  be  based  largely  on  actual  cost  or 
on  reproduction  cost  or  on  a  composite  of  actual  cost  and  reproduc- 
tion cost.  Considerations  of  equity  may,  as  to  certain  elements  of 
cost,  lead  to  the  acceptance  of  actual  cost  as  the  fairer  basis,  while  as 
to  other  elements  the  cost  of  reproduction  may  be  a  better  indication 
of  present  fair  value  for  rate  purposes.  Take,  for  example,  the  ques- 
tion of  promotion  and  other  preliminary  development  costs.  In  a 
valuation  for  rate  purposes,  though  cost  of  reproduction  may  be  used 
as  a  general  rule,  it  may  seem  more  equitable  to  use  actual  cost  of 
promotion ;  that  is,  the  necessary  cost  of  promoting  the  small  initial 
plant,  rather  than  the  cost  to-day  of  promoting  a  plant  of  the  size 
of  the  present  one,  may  be  taken.  Or,  on  the  other  hand,  promotion 
cost  may  be  entirely  excluded  from  a  valuation  for  rate  purposes  and 
considered  only  in  fixing  the  fair  rate  of  return. 

This  leads  to  a  fundamental  distinction  between  fair  value  for  rate 
purposes  and  fair  value  for  purchase,  condemnation,  or  taxation. 
The  thing  of  real  importance  in  a  rate  case  is  not  the  fair  value  of 
the  property  alone  or  the  fair  rate  of  return  alone,  but  the  product 
of  the  two.  This  product  is  the  net  return  that  the  owners  are  to 
receive  for  the  use  of  their  property.  If  the  total  net  return  is  ade- 
quate, it  is  immaterial,  in  so  far  at  least  as  the  justice  of  the  result 
is  concerned,  whether,  for  example,  there  is  allowed  a  7  per  cent 
return  on  a  valuation  of  $1,000,000  or  a  5  per  cent  return  on  a  valua- 
tion of  $1,400,000,  as  the  net  return  is  $70,000  in  either  case.  In  a 
case  of  condemnation  or  municipal  purchase,  however,  the  valuation 
is  final  and  all  important.  In  fixing  commercial  value,  market  value, 
or  fair  value  under  condemnation  for  the  purchase  of  a  plant  oper- 
ating under  a  perpetual  franchise  the  net  return  under  legal  or  rea- 
sonable rates  is  often  the  chief  determining  factor.  The  net  return  is 
capitalized  at  the  rate  considered  fair  for  the  purpose,  and  the  result 
is  taken  as  the  fair  market  or  commercial  value.  Thus,  recurring  to 
the  above  illustration,  a  net  return  of  $70,000  capitalized  on  a  5  per 
cent  basis  gives  a  valuation  of  $1,400,000.  And  if  in  this  case  the 
present  value  of  the  physical  plant  has  been  found  to  be  $1,000,000, 
the  difference,  $400,000,  is  attributed  to  franchise  and  going  value. 
Owing  to  the  fact  that  the  rate  of  return  ordinarily  deemed  reason- 
able in  a  rate  case  is  in  excess  of  the  rate  of  capitalization  that  de- 
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lermines  commercial  value,  the  commercial  value  will  ordinarily 
exceed  the  fair  value  for  rate  purposes.  One  rule  for  determining 
fair  rate  of  return  that  has  considerable  merit  is  to  allow  a  rate  of 
return  that  would  be  adequate  at  the  present  time  to  induce  invest- 
ment in  a  new  enterprise  of  similar  character.  The  State  must  con- 
sider the  effect  of  its  action  on  new  enterprises  as  well  as  merely 
seeing  that  the  property  of  the  present  owner  is  not  confiscated.  In 
doing  so  a  going  value  is  created  for  purposes  of  sale.  This  may  be 
illustrated  as  follows : 

The  value  of  a  public  utility  plant  is  fixed  at  $1,000,000  for  rate 
purposes,  this  being  the  fair  value  of  the  property  with  no  allow- 
ance for  franchise  or  going  value.  The  rate  of  return  is  fixed  at  7 
per  cent,  thus  giving  an  annual  net  return  of  $70,000.  This  same 
plant  is  then  appraised  for  purposes  of  voluntary  sale.  The  capital 
of  the  company  is  $1,000,000,  of  which  one-third  is  stock  and  two- 
thirds  bonds.  The  rate  of  interest  on  the  bonds  is  4  per  cent  and 
they  are  quoted  at  par.  With  the  assumed  net  return  ($70.000)  this 
would  leave  an  amount  equivalent  to  a  13  per  cent  dividend  on  the 
stock.  Assume,  now,  that  the  stock  will  sell  in  the  market  on  a  5| 
per  cent  basis.  The  market  value  of  each  $100  share  of  stock  would 
then  be  $236  and  the  market  value  of  all  the  stock  and  the  bonds 
(par  value  $1,000,000)  would  be  $1,454,000.  That  is,  this  plant,  oper- 
ating under  the  valuation,  rate  of  return,  and  rates  of  charge  fixed 
by  the  State,  would  actually  have  a  commercial  value  more  than  45 
per  cent  in  excess  of  the  fair  value  allowed  for  rate  purposes. 

It  is  clear  from  the  above  that  while  there  may  be  a  franchise  or 
going  value  of  this  kind  in  any  commercial  valuation,  value  of  this 
sort  has  no  logical  part  in  a  valuation  for  rate  purposes. 

Similarly  in  regard  to  appraisal  for  tax  purposes.  If  it  is  decided 
that  a  public  utility  should  be  taxed  on  its  total  value  as  a  going  con- 
cern— that  is,  its  commercial,  market,  or  sale  value — then  franchise 
and  going  value  will  be  included.  If.  on  the  other  hand,  the  public- 
utility  plant  is  to  be  taxed  precisely  as  other  real  estate,  the  cost  of 
reproduction  less  depreciation  will  be  the  basis.  There  is  no  inherent 
inconsistency  in  using  one  method  of  valuation  for  tax  purposes  and 
another  method  for  rate  purposes.  The  tax,  by  whatever  method 
assessed,  is  considered  an  operating  expense  in  fixing-  rates,  and  is 
therefore  borne  by  the- user  of  the  service  wherever  rates  of  charge 
are  strictly  regulated.  Methods  of  ad  valorem  taxation  must  be 
worked  out  with  an  eye  single  to  what  is  just  and  practicable  in 
taxation,  and  methods  of  valuation  for  rate  purposes  must  be  worked 
out  with  an  eye  single  to  what  is  just  and  constitutional  in  rate 
making. 

The  misplaced  or  partially  obsolete  plant  or  road  is  the  one  that 
causes  greatest  difficulty  in  valuations  for  any  purpose.  A  water- 
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works  plant  has  been  built  for  a  village  too  small  to  support  it  and 
the  population  of  the  village  instead  of  increasing  as  expected  actu- 
ally decreases.  A  railroad  has  been  constructed  chiefly  to  carry  coal 
from  certain  mines,  or  lumber  from  a  certain  district.  The  coal  or 
the  timber  becomes  exhausted,  leaving  a  railroad  that  can  not  pay 
a  fair  return  on  its  actual  cost  or  its  reproduction  cost  no  matter 
what  the  scale  of  rates  charged.  A  street  railway  is  constructed 
chiefly  to  carry  passengers  to  a  certain  terminal,  but  currents  of 
travel  having  changed  it  can  not  possibly  earn  interest  on  its  actual 
cost.  Under  such  conditions  the  plant  or  line  as  a  whole  must  be 
recognized  as  partially  obsolete,  and  the  best  gauge  of  its  present 
depreciated  value  will  in  many  cases  be  its  fair  market  value.  Cases 
of  this  kind  are  frequently  met  with  in  valuation  for  tax  purposes. 
A  general  reduction  in  the  rates  of  a  road  or  plant  of  this  land 
seldom  comes  up  for  official  consideration,  but  it  very  frequently 
happens  in  valuing  any  comprehensive  railroad  or  street-railway 
system  for  rate  purposes,  that  there  are  certain  lines  that  are  par- 
tially obsolete  though  the  system,  as  a  whole,  is  earning  a  profit. 
For  such  partially  obsolete,  or  partially  used  lines,  neither  actual 
cost  nor  reproduction  cost,  nor  reproduction  cost  less  existing  physi- 
cal depreciation,  furnish  any  basis  for  fixing  fair  value  for  rate  pur- 
poses. The  value  that  will  be  most  appropriate  will  be  a  value  based 
on  the  earnings  of  the  line  as  a  part  of  the  system  and  will  thus  be 
closely  related  to  market  or  commercial  value.  But  though  in  a 
rate  case  we  can,  as  above,  base  the  value  of  a  particular  part  of 
a  comprehensive  system  OQ  earnings  or  market  value,  we  can  not  base 
the  value  of  the  whole  system  on  market  value,  as  the  market  value 
depends  on  the  scale  of  rates  charged,  and  the  rate  scale  is  the  ques- 
tion at  issue.  The  market  value  of  the  system  will  depend  largely  on 
the  net  return  that  may  be  earned  under  the  rate  scale  allowed. 

The  books  of  a  company  kept  from  the  start  in  accordance  with  a 
correct  accounting  system  would  show  a  capital  account  that  would 
be  closer  to  what  seems  a  just  fair  value  for  rate  purposes  than  any 
other  single  basis.  But  owing,  perhaps,  to  lack  of  accounts  kept  as 
above,  the  court  decisions  have  given  greater  weight  to  cost  of  repro- 
duction or  cost  of  reproduction  less  depreciation  than  to  actual  cost 
in  determining  fair  value  for  rate  purposes.  Capitalization,  or  the 
amount  of  stock  and  bonds  issued  (which  may  be  a  very  different 
amount  from  the  book  assets),  might  also  if  issued  under  strict 
supervision  from  the  start  be  a  most  important  element  in  fixing  fair 
value  for  rate  purposes.  If  the  bonds,  however,  were  issued  either  at 
a  premium  or  at  a  discount  this  fact  would  have  to  be  taken  into  ac- 
count. Whether  bonds  are  issued  at  a  premium  or  a  discount,  it  is 
the  actual  amount  in  money  received  therefrom  that  is  of  importance 
in  fixing  value  for  rate  purposes.  The  same  may  be  said  of  stock 
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issued  at  a  premium.  It  is  sometime.-  argued  that  because  bond-  arc 
allowed  to  he  issued  below  par  that  discount  or  brokerage  i-  a 
proper  charge  in  estimating  cost  and  fair  value  for  rate  purp<- 
But  both  brokerage  and  deferred  interest  or  discount  proper  •-,:•.•  a 
part  of  the  amount  that  the  company  must  pav  on  its  borrowed 
capital.  They  should  both  be  paid  out  of  earnings  during  the  term 
of  the  bonds.  Payment  for  the  use  of  money  of  whatever  kind  is  in 
the  nature  of  an  interest  payment  and  is  most  properly  converted 
into  and  treated  as  an  annual  interest  charge.  Capital  secured  by 
the  is.siie  of  50-year  .">  per  cent  semiannual  bonds  at  S4.-J  actually 
costs  the  company  6  per  cent  per  year.  In  a  rate  case  it  is  not  nec- 
essary to  consider  the  manner  in  which  the  company  chooses  to  pay 
this  annual  charge.  It  makes  no  difference  for  this  purpose  whether 
the  company  may  have  issued  6  per  cent  bonds  at  par  or  .">  per  cent 
bonds  at  84.2.  The  real  payment  was  6  per  cent  in  either  case.  In  a 
rate  case  the  rate  of  return  allowed  the  company  on  its  investment 
must  be  at  least  equal  to  the  real,  as  distinct  from  the  nominal,  rate 
paid  by  the  company  for  the  use  of  borrowed  money.  And  having 
provided  for  necessary  brokerage  and  discount  in  the  rate  of  return 
allowed,  it  is  clear  that  discount  on  bonds  should  not  be  added  to  the 
valuation  for  rate  purposes  as  that  would  result  in  a  double  allow- 
ance for  discount. 

An  ideal  system  of  capitalization  and  accounting  would  assume 
that  the  stockholders  contributed  and  dedicated  a  certain  amount  of 
money  for  the  construction,  equipment,  and  operation  of  the  public 
utility;  that  they  added  to  this  contribution  from  time  to  time  as 
capital  purposes  demanded;  that  proper  repairs  were  always  made 
and  charged  to  operating  expense;  that  no  deferred  maintenance  was 
allowed  to  creep  in ;  that  the  life  of  each  element  of  construction  and 
equipment  was  accurately  estimated  and  reserves  out  of  earnings  set 
aside,  so  that  as  each  element  was  worn  out  or  became  inadequate 
or  obselete  it  could  be  exactly  replaced,  no  more  and  no  less,  out  of 
its  respective  reserve;  and  that  all  payments  made  for  the  use  of 
money  were  made  out  of  earnings  and  not  in  any  case  added  to 
capitalization.  Let  us  suppose  that  the  stockholders  of  this  ideal 
system  would  expect  only  a  reasonable  interest  return  on  their  in- 
vestment, perhaps  plus  a  sum  to  represent  their  service  in  carrying 
on  the  public  utility.  In  such  a  corporation  the  capitalization  shown 
on  its  books  could  be  taken  as  a  valuation  for  rate  making,  or  for 
capitalization  in  case  of  merger,  consolidation,  or  reorganization.  It 
would  not  necessarily  be  a  valuation  for  taxation,  condemnation,  sale, 
or  sale  <>t'  securities.  The  process  of  rate  making  would  be  the 
adjustment  of  rates  from  time  to  time  so  that  they  would  yield  a 
fair  return  to  the  investors.  The  valuation  for  taxation,  con- 
demnation, sale,  or  sale  of  securities,  might  be  either  more  or  less, 
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according  to  supply  and  demand,  and  the  various  causes  that  pro- 
duce fluctuations  in  price.  The  ideal  conditions  of  our  illustration 
can  probably  never  be  realized  either  on  the  corporation  or  the  gov- 
ernmental side.  No  human  prescience  can  fix  the  time  when  con- 
struction or  equipment  will  become  obsolete  or  inadequate.  Even  the 
period  of  normal  wear  is  at  best  a  good  guess,  for  wear  is  never  uni- 
form, and  materials  always  will  vary  in  quality.  Consequently  the 
valuation  for  rate  making  and  the  capitalization  and  book  value  will 
tend  to  differ. 

We  have  said  enough  perhaps  to  indicate  that  valuation  for  any 
purpose  is  a  very  complicated  matter,  but  that  valuation  for  rate 
purposes  is  the  most  difficult  and  complicated  of  all.  We  have 
shown,  too,  that  the  term  value  is  meaningless  unless  made  with 
reference  to  some  particular  purpose,  and  that  any  attempt  to  find 
a  common  single  basis  of  valuation  is  futile.  Progress  toward  a 
correct  solution  of  any  valuation  problem  can  only  be  made  by 
directing  our  thoughts  solely  toward  the  specific  purpose  involved. 
We  can  not  very  well  follow  two  diverging  paths  at  one  and  the 
same  time. 

We  wish  to  acknowledge,  with  thanks,  the  assistance  of  R.  H. 
Whitten,  librarian  of  the  Public  Service  Commission  of  the  first 
New  York  district,  in  the  framing  of  this  report. 

EDWARD  M.  BASSETT,  Chairman. 

JOHN  F.  McCLURE. 

CLYDE  B.  AITCHISON. 

G.  McD.  HAMPTON. 

SKTTEMBER  1,  1911. 

In  signing  the  above  report,  I  wish  to  add  that  I  believe  in  ar- 
riving at  a  fair  and  just  valuation  of  railroad  properties,  and  that 
to  this  end  the  net  earnings  of  such  railroads  should  be  taken  into 
consideration. 

G.  McD.  HAMPTON. 

I  dissent  from  the  opinions  expressed  in  the  foregoing  report. 

JOHN  C.  LAWRENCE. 

The  PRESIDENT.  You  have  heard  the  reading  of  the  report.  What 
is  the  pleasure  of  the  convention? 

Mr.  MALTBIE,  of  New  York.  Mr.  Bassett  was  chairman  of  this  com- 
mittee. He  is  not  now  a  member  of  our  commission,  and  I  wish  to 
say,  before  making  a  motion,  that  I  have  read  this  report  with  a 
great  deal  of  interest.  The  subject  is  one  upon  which  I  suppose  a 
whole  volume  could  be  written,  and  I  imagine  that  there  are  phrases 
in  the  report  that  probably  every  one  of  us  would  write  somewhat 
difi'erently  from  what  the  committee  has  presented  in  its  report. 
But  as  a  whole  I  think  it  is  an  admirable  presentation  of  the  subject. 
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I  think  the  committee  has  done  excellent  work  in  presenting  in  such 
concise  form  so  difficult  a  subject. 

I  move  the  adoption  of  the  report. 

Mr.  PKENTIS,  of  Virginia.  It  seems  to  me  as  we  have  a  dissent 
from  one  member  of  the  commission — and  those  of  us  who  know  him 
know  that  if  he  were  here  he  would  voice  that  dissent — it  seems  to 
ine  that  as  there  are  expressions  in  this  report  that  we  can  not  all 
agree  to  precisely,  that  we  had  better  simply  receive  this  report  and 
print  it  in  the  proceedings  without  further  action  at  this  time.  It 
certainly  is  a  very  difficult  problem,  and  I  think  there  is  great  differ- 
ence of  opinion  about  several  matters  involved. 

The  PRESIDENT.  Do  you  offer  that  as  an  amendment? 

Mr.  PKENTIS.  Yes,  sir. 

The  PRESIDENT.  The  gentleman  from  Virginia  offers  as  an  amend- 
ment a  motion  that  we  receive  the  report  and  that  it  be  printed  in 
our  proceedings. 

The  motion  as  amended  was  carried. 

The  PRESIDENT.  The  next  business  is  the  report  of  the  committee 
on  uniform  classification  and  simplification  of  tariffs.  I  believe 
Mr.  Commissioner  Clark,  of  the  Interstate  Commerce  Commission,  is 
the  chairman  of  that  committee. 

Mr.  LEWIS,  of  Iowa.  Mr.  Clark  said  he  might-not  be  able  to  be  here, 
and  asked,  if  he  was  not  here,  that  I  read  the  report  of  the  committee. 

REPORT    OF    COMMITTEE    ON    UNIFORM    CLASSIFICATION    AND 
SIMPLIFICATION  OF  TARIFFS. 

The  subject  of  uniform  classification  for  the  railways  of  the  United 
States  has  been  considered  and  discussed  in  several  conventions  of 
this  association,  as  well  as  in  innumerable  conferences,  addresses,  and 
written  articles. 

Uniformity  is,  of  course,  devoutly  to  be  desired,  and  it  is  encourag- 
ing to  know  that  earnest  and  diligent  efforts  are  being,  and  for  some 
time  have  been,  made  in  that  direction. 

The  separate  classifications  now  in  force  have  been  built  up 
through  years  of  operation  in  the  different  classification  territories, 
the  carriers  in  each  territory  considering  particularly  their  own 
interests  and  acceding  in  numberless  instances  to  the  desires  or  de- 
mands of  their  patrons. 

In  bringing  about  uniformity  the  prime  interest  of  the  carriers  is 
their  revenue,  to  which,  of  course,  is  added  the  interest  of  each  car- 
rier that  the  shippers  upon  its  line  are  not  at  a  disadvantage  as 
comparer!  with  competing  shippers  on  competitive  railroads.  The 
shippers  are  interested  in  the  total  of  the  charges  which  they  pay 
and  in  seeing  that  they  are  not  at  a  disadvantage  as  compared  with 
their  competitors. 
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&i  first  blush  it  might  be  said  that  if  the  railroads  would  bring 
about  uniform  classification  entirely  by  reductions  in  charges  it 
would  be  satisfactory  to  shippers,  but  after  a  moment's  thought  it 
is  not  at  all  certain  that  uniformity  so  reached  would  be  entirely 
satisfactory  to  shippers,  because  it  might  contain  elements  of  dis- 
crimination against  some  of  them  which  would  be  of  more  importance 
to  them  than  the  measure  of  the  rates  they  pay. 

In  its  1909  convention  this  association  recommended  that  authority 
be  conferred  upon  the  Interstate  Commerce  Commission  to  prescribe 
uniformity  in  classification  of  interstate  traffic.  The  act  as  amended 
in  June,  1910,  confers  upon  that  commission  authority  to  prescribe 
joint  classifications.  There  is  now  therefore,  as  to  interstate  traffic, 
authority  in  law  to  require  observance  and  maintenance  of  a  uniform 
classification  when  or  if  such  classification  is  prepared  and  prescribed 
by  the  Interstate  Commerce  Commission. 

In  its  1910  convention  this  association  recommended  that  the  Inter- 
state Commerce  Commission  take  the  necessary  steps  to  secure  at  as 
early  a  day  as  practicable  such  uniformity  in  classification  rules  and 
regulations  as  the  act  to  regulate  commerce  makes  it  the  duty  of  car- 
riers to  establish  and  observe,  and  to  give  to  all  interested  parties  op- 
portunity to  be  heard  before  the  final  adoption  thereof. 

The  members  of  your  committee  have  given  this  matter  much  con- 
sideration and  thought,  and  the  deeper  we  go  into  the  subject  the 
more  we  appreciate  and  realize  the  multitude  of  difficulties  that  must 
be  met  and  overcome  and  the  magnitude  of  the  work  of  bringing  into 
uniformity  all  of  the  rules,  regulations,  specifications,  requirements, 
minimum  weights,  and  ratings  contained  in  the  present  classifications 
and  the  multitudes  of  exceptions  thereto. 

We  have  inquired  with  considerable  particularity  as  to  the  progress 
of  the  work  undertaken  and  so  far  accomplished  by  the  carriers'  com- 
mittee, composed  of  three  representatives  from  each  of  the  three 
classification  territories,  which,  as  we  are  convinced,  has  been  intelli- 
gently, efficiently,  and  industriously  working  in  good  faith  to  preparfe 
for  adoption  by  the  carriers  uniformity  in  the  particulars  of  rules, 
descriptions,  specifications,  and  minimum  weights. 

We  requested  that  the  carriers'  committee  prepare  for  us  a  memo- 
randum relative  to  the  work  which  they  haye  been  engaged  upon 
and  the  plans  and  prospects  in  that  connection  for  the  future.  We 
are  advised  that  the  working  committee  prepared  such  memorandum 
and  submitted  it  to  the  executive  committee,  and  that  it  has  been 
impossible  to  get  a  meeting  of  that  executive  committee  in  time  to 
revise  and  complete  that  memorandum  for  insertion  in  this  report 
as  was  originally  intended.  It  is  suggested  that  the  memorandum 
will  be  furnished  in  time  to  be  included  in  the  completed  printed 
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proceedings  of  this  convention,  and  we  recommend  that,  if  it  is,  so 
received  it  be  so  included  as  an  appendix  to  this  report. 

The  carriers'  committee  is  composed  of  men  of  skill  and  wide  ex- 
perience in  classification  matters,  and  if  such  committee,  working, 
as  we  are  convinced  this  committee  has  done,  in  good  faith  and  in- 
dustriously, is  necessarily  employed  for  so  long  a  period  in  this. work, 
it  seems  obvious  that  a  less  experienced  committee  must  either  take 
a  substantially  greater  time  to  perform  the  same  work  or  must  do  it 
in  a  less  efficient  and  consequently  less  satisfactory  manner. 

Instead  of  waiting  until  the  report  on  that  branch  of  the  work 
which  has  so  far  been  undertaken  wras  completed,  the  carriers  adopted 
the  plan  of  incorporating  in  the  present  classifications  as  rapidly  as 
was  found  possible  those  portions  of  the  wrork  which  were  ready  and 
were  adopted.  In  that  way  and  to  that  extent  succeeding  progressive 
steps  have  been  taken  in  the  direction  of  uniformity.  It  Avill  be  seen 
that  much  remains  to  be  done,  but  we  have  ascertained  that  the  com- 
mittees in  charge  of  the  several  present  classifications  are  giving  due 
consideration  to  the  provisions  of  the  other  classifications  and  are 
seeking  to  bring  about  uniformity  in  different  features  and  items  as 
changes  are  made.  Every  such  step  contributes  toward  ultimate 
uniformity. 

Your  committee  is  of  the  opinion  that  it  is  better  for  all  concerned 
to  permit  the  present  plan  of  action  to  continue  so  long  as  substan- 
tial and  continuing  progress  is  thus  made,  rather  than  to  now  under- 
take to  prepare  and  prescribe  a  uniform  classification.  We  also  think 
that  behind  this  effort  on  the  part  of  the  carriers  there  should  be  the 
spur  of  continued  interest  and  activity  on  the  part  of  all  interested 
or  vested  with  any  authority  in  the  premises,  and  a  definite  under- 
standing that  if  continued  and  substantial  progress  is  not  made  the 
work  will  be  undertaken  through  other  means  by,  those  having  au- 
thority so  to  do. 

Experiences  of  the  past  justify,  we  think,  the  conclusion  that  even 
if  uniform  classification  wTere  to-day  agreed  upon  by  carriers  and 
shippers,  competitive  influences  and  the  desire  to  get  traffic  would 
very  soon  destroy  the  uniformity  unless  it  were  supported  by  the 
force  of  authority  in  law  to  require  adoption,  maintenance,  and  ob- 
servance thereof. 

In  this  as  in  other  matters  more  or  less  suspicion  lurks  in  the  minds 
of  some,  and  much  of  misunderstanding  secures  foothold.  The  several 
classification  committees  have  adopted  and.  we  believe,  are  following 
the  practice  of  according  hearings  to  interested  shippers  on  proposed 
changes  in  classifications.  We  are  informed  that  it  is  frequently 
found  that  protests  against  proposed  changes  are  discovered  to  be 
based  in  misunderstandings.  We  note  that  in  trade  or  technical 
journals  devoted  to  the  interests  of  shippers  or  to  the  interests  of 
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railroads  extreme  views  on  either  side  are  presented.  Obviously 
uniformity  can  never  be  reached  as  the  result  of  the  adoption  of  the 
views  of  the  extremists  on  either  side.  We  are  inclined  to  think 
that  many  of  these  extreme  expressions  are  based  to  some  extent  in 
misunderstanding. 

It  has  been  suggested,  we  think  with  much  force,  that  in  the  work  of 
preparing  uniformity  of  ratings  for  a  uniform  classification  by  the 
carriers'  committee  a  great  deal  of  misunderstanding  and  many  of 
the  objections  which  will  otherwise  arise  would  be  avoided  and 
averted  if  the  carriers  would  invite  one  representative  of  the  State 
commissions  and  one  representative  of  shippers  from  each  classi- 
fication territory,  together  with  one  representative  of  the  Interstate 
Commerce  Commission,  to  sit  with  the  committee,  without  vote  and 
of  course  without  expense  to  the  carriers,  for  the  purpose  of  pre- 
senting to  the  committee  views  of  their  constituents  on  certain  phases 
of  the  Avork  and  of  keeping  their  several  principals  informed  as  to 
the  general  progress  of  the  work,  while,  at  the  same  time,  equipping 
themselves  to  give  needed  and  dependable  advice  to  their  principals 
with  regard  to  the  work  as  a  whole  or  with  regard  to  certain  features 
of  it  when  such  work  or  such  features  come  up  for  final  adoption. 
We  believe  that  wherever  it  has  been  tried  the  policy  of  intelligent, 
fair-minded  representatives  of  contending  parties  sitting  down  to- 
gether to  a  temperate  exchange  of  views  has  been  found  profitable 
and  to  make  for  substantial  progress  and  to  greatly  reduce  misunder- 
standings as  to  purpose,  policy,  and  facts. 

It  may  be  anticipating,  but  a  study  of  this  work  leads  to  the 
thought,  if  not  to  the  conviction,  that  uniformity  in  classification 
can  perhaps  only  be  reached  by  resort  in  some  instances  to  additional 
commodity  rates.  It  is  of  course  possible  that  uniformity  of  classi- 
fication may  render  some  existing  commodity  rates  no  longer  neces- 
sary. In  the  different  classification  territories,  in  consideration  of 
the  interests  of  the  carriers  and  of  shippers  or  jobbers  served  by  them, 
many  provisions  have  been  made  for  certain  specified  mixtures  in 
carloads.  Those  mixtures  vary  according  to  the  needs  as  they  are 
seen  in  the  different  classification  territories,  and  doubtless  it  will 
sometimes  be  found  that  a  change  in  the  mixture  involves  the  inter- 
ests of  manufacturers  or  jobbers  who  ship  in  straight  carloads. 

Your  committee  does  not  wish  to  be  understood  as  suggesting  that 
uniform  classification  is  impossible,  but  we  do  suggest  that,  as  has 
been  found  by  us,  the  work  is  of  much  greater  magnitude  than  was 
at  first  thought  by  anyone,  no  matter  how  conversant  he  may  have 
been  with  such  matters. 

We  do  not  see  occasion  for  recommending  further  legislation  on 
this  subject.  As  has  been  said,  we  believe  that  more  progress  will 
be  made  by  an  earnest  and  industrious  continuance  of  the  effort  that 
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is  now  being  made  and  upon  which  so  much  has  already  been  done. 
We  think  that,  as  has  been  indicated,  the  interest  in  this  subject 
should  not  be  permitted  to  lag,  and  that  if  continued  and  substan- 
tial progress  is  not  made  by  those  who  now  have  the  work  in  hand  it 
must  be  undertaken  in  a  vigorous  way  by  others.  We  recommend 
that  this  association  continue  a  committee  on  this  subject. 

SIMPLIFICATION  OF  TARIFFS. 

When  the  question  of  simplification  of  railroad  tariffs  was  first 
taken  up  there  was  sore  need  for  vast  improvement.  The  number 
of  tariffs  was  great,  and  they  were  prepared  in  accordance  with  the 
personal  views  of  different  agents  and  chiefs  of  tariff  bureaus,  each 
of  whom  pursued  the  simplest  and  most  direct  cut  as  appeared  to 
him  in  the  direction  of  what  he  desired  to  do. 

The  practice  of  issuing  tariffs  covering  wide  territory  and  appli- 
cable to  large  volumes  of  traffic  through  joint  agencies  has  been 
followed  for  a  long  time.  Those  tariffs  were  originally  prepared 
along  lines  adopted  by  each  agency,  and  the  agents  of  carriers  and 
the  shippers  in  the  several  districts  covered  by  those  tariffs  have 
grown  accustomed  to  the  form  generally  used  in  those  districts. 

A  careful  study  of  the  situation  leads  to  the  conviction  that  it  would 
be  more  harmful  than  helpful  if  a  specified  form  of  tariff  were  pre- 
scribed for  use  by  all  carriers  in  the  different  sections  of  the  country. 
As  an  example  it  may  be  pointed  out  that  the  so-called  transconti- 
nental tariffs  issued  by  the  Transcontinental  Freight  Bureau  cover  an 
enormous  territory,  and  of  course  apply  to  a  great  volume  of  traffic. 
They  are  prepared  in  form  specially  adapted  to  the  peculiarities  of 
the  territory  covered  and  of  the  traffic.  That  form  would  not  adapt 
itself  at  all  readily  or  satisfactorily  to  widely  different  conditions  of 
territory  and  traffic,  and  at  the  same  time  a  plan  which  would  adapt 
itself  to  another  situation  would  greatly  increase  the  volume  and  in- 
tricacy of  the  trancontinental  tariffs. 

Steady  and  substantial  progress  in  the  simplification  of  tariffs  has 
been  apparent  all  along  in  recent  years  and  is  apparent  to-day. 
There  is  yet  much  room  for  improvement,  but  your  committee  is  not 
prepared  to  recommend  the  adoption  of  a  uniform  form  of  tariffs 
for  the  railroads  of  the  United  States. 

We  think  that  it  would  contribute  much  to  simplification  and 
be  very  desirable  if  each  road  would  arrange  all  of  its  commodity 
rates  upon  the  same  commodity  in  one  tariff.  This  suggestion, 
however,  is  not  intended  to  extend  to  large  systems  of  road  made 
up  of  important  independent  roads,  which  systems  pursue  the 
policy  of  issuing  tariffs  through  several  tariff  offices  covering  differ- 
ent traffic  territories.  But  even  in  such  instances  it  would  be  most 
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desirable  if  all  of  the  carriers'  commodity  rates  upon  the  same  com- 
modity between  points  in  the  territory  covered  by  that  tariff  or  that 
tariff-issuing  agency  were  included  in  one  tariff.  There  is  a  reason- 
able limit  beyond  which  the  carrier  should  not  go  in  the  multiplicity 
of  its  tariffs,  and  there  is  a  reasonable  limit  to  the  amount  of  matter 
that  should  be  included  in  one  tariff. 

We  think  that  this  subject  should  be  one  of  continued  and  active 
interest  on  behalf  of  this  association,  and  for  that  reason  we  think 
that  a  committee  on  the  subject  should  be  maintained. 

EDGAR  E.  CLARK,  Chairman. 

MARTIN  S.  DECKER. 

HALFORD  ERICKSON. 

WILLIAM  KILPATRICK. 

CHAS.  E.  ELMQUIST. 

DWIGHT  N.  LEWIS. 

MEMOBANDUM  or  C.  C.  MCCAIN  ON  UNIFORM  CLASSIFICATION. 

OCTOBER  27,  1911. 
lion.  E.  E.  CLARK, 

Chairman  Uniform  Classification  Committee, 

National  Association  of  Railway  Commissioners,  Washington  D.  C. 

DEAB  SIR  :  Conforming  to  assurances  given  to  the  uniform  classification  com- 
mittee of  the  National  Association  of  Railway  Commissioners,  at  the  conference 
on  September  21,  we  submit  herewith  a  memorandum  outlining  the  formative 
rction  of  the  railways  with  respect  to  their  "committee  on  uniform  classifica- 
tion," the  plans  of  the  committee,  some  of  the  difficulties  that  have  been  en- 
countered, the  work  accomplished,  and  the  prospects  for  further  advance  toward 
classification  uniformity. 

Four  years  ago  the  present  attempt  to  secure  uniformity  in  the  freight  classi- 
fication was  instituted,  and  the  carriers  appointed  a  committee  to  thoroughly 
investigate  and  report  upon  the  question.  That  committee,  after  several  months' 
continuous  work,  concluded  that  as  to  rules,  descriptions  of  articles,  packing 
requirements,  and  minimum  carload  weights,  uniformity  was  possible  of  attain- 
ment; that  uniformity  in  these  respects,  when  accomplished,  would  represent 
material  improvement  in  classification  conditions ;  that  such  uniformity  must  in 
any  event  be  accomplished  before  uniform  classification  ratings  can  be  adopted, 
and  that  a  committee  should  be  created  whose  exclusive  work  it  should  be  to 
prepare  the  uniform  rules,  descriptions  of  articles,  packing  requirements,  and 
minimum  carload  weights.  An  executive  committee  of  21  executive  traffic 
officers  was  appointed  by  the  carriers  of  the  United  States  to  supervise  the 
work,  vnd  that  committee  selected  nine  traffic  men,  to  be  known  as  the  "  work- 
ing committee,"  whose  duties  were  to  make  individual  investigation  and  to 
formulate  conclusions  on  first-hand  information,  devoting  their  entire  time  to 
the  work. 

At  the  inception  of  the  work  it  was  thought  that  it  could  be  completed  in  a 
comparatively  short  time.  It  has  since  become  evident  that  sound  conclusions 
in  a  great  number  of  conflicting  matters  could  only  be  reached  by  a  thorough 
understanding  of  conditions  surrounding  the  origin  and  movement  of  the  traffic, 
and  this  involved  much  more  investigation  than  was  originally  thought  necessary. 

•    • 
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After  devoting  many  months  to  the  considorat  ion  of  appropriate  rulings  ana 
descriptions  under  these  modified  conditions,  it  was  suggested  to  the  carrier.- 
that  the  interests  of  the  public  would  be  served  by  incorporating  the  result  of; 
'he  committee's  work  in  'he  current  classifications,  and  that  the  further  n*-om- 
mendations  of  the  committee  should  be  also  incorporated  from  time  to  time  in 
those  publications,  to  the  end  that  uniformity,  so  far  as  possible,  might  b» 
gradually  effected.  The  wisdom  of  these  suggestions  was  recognized  and  th" 
working  committee  was  directed  to  submit  its  recommendations  from  lime  to 
lime  for  consideration  -and  adoption,  so  far  as  practicable,  by  the  respective 
territorial  classification  committees. 

A  very  large  number  of  classification  rules  and  descriptions,  with  the  pack- 
ing requirements  and  minimum  carload  weights  therefor,  wore  submitted  by 
the  working  committee  to  the  several  territorial  classification  committee-.  ,\< 
all  of  these  directly  or  indirectly  involved  some  modification  of  current  classi- 
fication conditions,  the  several  territorial  classification  commit  lees  considered. 
under  their  rules,  such  matters  with  great  care  before  recommending  to  the 
carriers'  members  of  their  committees  the  adoption  in  whole  or  in  part  of  the 
changes  submitted  by  the  working  committee. 

The  volume  of  work  has  been  enormous,  which  will  be  partially  shown  by 
tbe  appearance  in  the  ofiicial.  southern,  and  western  classification  issues  early 
in  1912  of  approximately  2,000  revised  items  of  uniform  descriptions,  and  it  is 
believed  that  each  succeeding  classification  issue  thereafter  will  include  an  addi- 
tional number  of  uniform  descriptions. 

It  should  bo  observed  that  an  important  feature  of  this  work  which  ! 
a  measure,  retarded  its  progress  is  the  practice  of  the  territorial  el.issiiicatiou 
committees  of  submitting  to  the  interested  public  proposed  changes  in  the  sev- 
eral classifications  before  their  incorporation  therein,  rendering  necessary  fur- 
their  investigation.  conferences.  and  certain  modifications. 

It  is  the  practice  of  the  working  committee  to  confer  with  directly  interested 
shippers  respecting  matters  on  which  any  question  arises  as  to  the  facts,  to  seek 
their  advice,  and  invite  suggestions  concerning  proposed  revised  or  new  descrip- 
tions. Where  organizations  of  particular  industries  are  known,  an  endeavor  is 
made  to  obtain  through  such  organizations  the  fullest  information  available. 
Conferences  are  frequently  held  with  representatives  of  such  organizations,  or 
recourse  is  had  to  correspondence,  with  the  object  of  obtaining  all  possible 
information. 

It  has  been  found  thav  an  important  feature  of  the  entire  work  is  the  ques- 
tion of  minimum  carload  weights  to  govern,  owing  to  the  varying  character  of 
equipment,  the  diversity  of  forms  of  traffic  offered  for  transportation,  and  the 
variation  in  commercial  conditions  in  the  several  classification  territories. 

The  recommendations  so  far  made,  including  those  adopted,  are  the  resuli 
of  reconstruction  necessary  to  the  attainment  of  uniformity  in  the  three  classi- 
licaiions,  the  establishment  of  uniform  minimum  carload  weights,  and  making 
deal-  the  macy  indefinite  descriptions  now  observed  in  each  to  meet  the  prin- 
ciples of  uniformity  governing  the  entire  work. 

The  work  has  been  and  will  be  diligently  pursued,  and  it  is  difficult  to  pivdic; 
when  the  same  will  be  completed. 

Very  respectfully.  C.  C.  MrC.\i.\. 

K.rcnitin:  Coiiuiiittr,    on   I  irfunn  ('liixxifiriitinn. 


Mr.  LEWIS  (continuing).  I  am  informed  by  Mr.  Clark  that  he  re- 
ceived no  response  to  several  letters  sent  to  Mr.  C).  D.  Hudnall.  of 
Texas,  so  his  name  has  not  been  appended  to  the  report. 

I  move  that  the  report  be  adopted. 
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Mr.  MCKNIGHT,  of  Arkansas.  Just  one  word  in  regard  to  this 
classification  proposition,  in  order  that  it  may  be  of  some  benefit  to 
the  next  committee. 

We  have  a  condition  like  this:  Even-  once  in  a  while  we  find  that 
the  railroads  will  misconstrue  a  classification,  in  order  that  they  may 
jump  a  rate  almost  double.  Recently  we  had  a  case  like  this:  Out 
there  our  State  tariff  provided  that  fruit  and  vegetable  packages 
without  handles  should  carry  a  certain  tariff,  and  fruit  and  vegetable 
packages  with  handles  should  carry  another  tariff.  A  man  comes 
along  with  a  carload  of  packages  with  little  wire  attachments,  that 
do  not  prevent  the  packages  being  packed  close  together.  These 
little  handles  were  construed  by  the  railroad  company  to  mean  pack- 
ages with  handles.  Therefore  there  was  great  contention  as  to  the 
rate  that  should  be  charged  on  that  class  of  package. 

Now,  the  question  is  the  clearing  up  of  that  point  as  to  their  being 
packages  with  handles  or  without  handles.  As  a  matter  of  course, 
when  this  was  brought  to  the  attention  of  the  commission,  our  com- 
mission ruled  at  once  that  this  package  was  not  included  in  the  pack- 
age which  was  construed  by  the  tariff  to  have  handles  which  would 
be  in  the  way  of  packing  these  packages  together  in  close  bundles. 

Another  point :  In  the  brick  tariff  there  were  two  provisions,  one 
saying  that  pressed  brick  should  be  at  one  rate  and  the  other  saying 
that  common  brick  should  move  at  a  different  rate.  In  recent  years 
the  old  system  of  making  brick  has  practically  gone  out  of  use, 
and  all  brick  are  now  practically  pressed  brick.  The  next  thing  we 
knew  they  were  jumping  all  the  rates  on  brick  under  the  pressed- 
brick  rule.  Therefore  they  had  raised  the  transportation  price  of 
brick  on  a  hundred  miles  by  2  to  3^  or  4  cents  in  that  one  classification. 
Just  to  show  you  how  to  get  rid  of  these  technicalities :  A  list  that 
covers  any  classification  as  it  is  filed  to-day  is  often  incomplete. 
Recently  we  had  to  fill  in  a  good  many  of  these  places  in  our  local 
tariff,  and  I  find  it  also  true  as  regards  the  interstate  tariff,  the  long- 
distance tariff.  These  classifications  are  not  perfect  enough  to  cover 
all  the  articles  moving  under  that  one  head,  and  to  put  them  all  ii\ 
there  makes  it  very  burdensome. 

The  question  I  wanted  to  get  at,  gentlemen,  is  this:  How  are  you 
to  get  rid  of  these  misunderstood  features  of  the  tariff?  In  the  first 
place,  to  make  the  tariffs  more  clearly  understood,  so  that  the  shipper 
might  know  under  what  class  are  included  this  handle  basket  and 
this  pressed  brick  and  these  articles  that  are  left  out  that  should  go 
in  certain  tariffs,  I  will  show  you  by  illustration  what  I  mean :  Cow- 
peas  in  the  tariff  that  we  had  up  recently,  that  I  mentioned,  were  left 
out.  They  were  in  a  flour  tariff.  They  were  also  found  in  another 
section  of  an  interstate  tariff  to  be  in  the  vegetable  classification. 
17260—11 10 
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Now,  the  question  was  whether  rowpoas  belonged  where  they  were 
in  the  interstate  classification  in  the  flour  tariff,  and  in  the  State 
tariff  in  the  vegetable  tariff,  and  getting  the  two  tariffs  so  that  they 
would  move  satisfactorily  and  so  that  an  interstate  and  State  ship- 
ment might  move  under  the  same  class  of  tariffs.  We  ruled  in  that 
ease  that  they  were  a  vegetable,  which  raised  the  rate  on  carload 
shipments  practically  and  decreased  the  rate  on  local  shipments.  It 
had  the  effect  of  raising  the  rate  on  carload  shipments  and  decreasing 
it  in  local  shipments.  So  the  question  was  that  of  simplifying  these 
tariffs.* 

The  PRESIDENT.  The  question  is  upon  the  adoption  of  the  report. 

The  motion  was  carried. 

SPECIAL   ORDER   FOR   CONSIDERATION    OF    TIME   AND   PLACE   OF 

NEXT   MEETING. 

Mr.  STAPLES,  of  Minnesota.  I  would  like  permission  to  make  a 
motion  pertaining  to  the  time  and  place  of  next  meeting.  I  have  not 
consulted  any  person  particularly  and  no  member  of  that  committee, 
but  it  appears  to  me  that  it  would  be  very  desirable,  on  a  subject  so 
important  as  that  of  determining  the  time  and  place  for  the  holding 
of  our  next  convention,  that  it  ought  to  be  considered  at  a  time  when 
all  members  are  present. 

And  with  the  object  of  having  all  members  present.  I  think  it  wise 
to  give  notice  at  this  time,  and  I  propose  this  motion,  that  the  mat- 
ter of  acting  upon  the  report  of  that  committee  be  made  a  special 
order  for  3  o'clock  to-morrow  afternoon,  which,  it  seems  to  me,  would 
be  an  hour  when  everybody  could  be  present,  and  they  would  have 
notice  of  the  intention  of  the  convention  to  pass  upon  the  question 
at  that  time.  I  will  make  that  motion. 

The  motion  was  carried. 

Upon  motion,  at  4.35  o'clock  p.  m.,  the  convention  adjourned  until 
to-morrow  morning,  Thursday,  October  12,  1911,  at  10  o'clock. 


PROCEEDINGS  OF  THE  THIRD  DAY. 


WASHINGTON,  D.  C.,  Thursday,  October  12,  1911. 

Met  at  10  o'clock  a.  m.,  pursuant  to  adjournment  of  yesterday, 
President  R.  Hudson  Burr  presiding. 

Mr.  FINN,  of  Kentucky.  In  presenting  the  report  of  the  com- 
mittee on  legislation  I  desire  to  make  the  following  statement  in 
explanation:  The  members  of  the  committee  on  legislation  as  ap- 
pointed by  the  Chair  have  not  attended  this  convention,  several 
of  them  at  least,  which  necessitated  the  filling  of  the  committee  by 
the  Chair  at  this  present  session.  Therefore  we  have  not  had  an 
opportunity  to  confer  upon  this  report,  so  that  the  Chair  could  be 
in  a  position  and  prepared  to  say  that  it  is  the  result  of  concert  of 
action  and  of  a  conference. 

However,  some  members  of  the  committee — I  will  be  pardoned  if 
I  refer  to  my  friend,  Mr.  Hill,  of  Georgia — have  been  solicited  strenu- 
ously by  the  chairman  to  present  some  features  that  should  be  in- 
corporated in  this  report.  My  efforts  have  been  futile.  This  report 
does  not  bind  any  member  of  the  committee ;  neither  does  it  bind  the 
chairman. 

REPOBT  OF  COMMITTEE  ON  LEGISLATION. 

The  purpose  of  legislation,  both  State  and  Federal,  for  the  regula- 
tion of  railroad  corporations,  prescribing  their  duties  to  the  public, 
is  to  secure  equality  of  opportunity  and  privileges  to  shippers  and 
communities,  thus  eliminating  unjust  discrimination,  and  to  guaran- 
tee to  the  public  the  reasonable  use  of  the  carriers'  property  in  the 
transportation  of  goods  and  passengers  for  a  fair  and  reasonable 
compensation.  Railroad  corporations,  while  fostered  by  private 
capital,  have  been  the  beneficiaries  of  the  public  bounty — national, 
State,  county,  and  municipal.  Though  owned  by  private  individuals, 
they  are  created  by  the  public  for  the  public  good,  and  it  must  always 
be  borne  in  mind  that  the  creatures  are  subject  to  the  creator.  Every 
step  in  the  regulation  of  these  agencies  of  commerce  has  met  with 
bitter  opposition.  A  Kentucky  jurist  once  said : 

Since  Adam's  first  born  dyed  his  hands  in  his  brother's  blood  self-interest 
has  warped  and  controlled  human  judgment.  However  faithful  and  honest 
railroad  managers  may  be,  they  necessarily  look  first  to  the  interests  of  those 
they  serve,  and  no  principle  of  constitutional  law  is  violated  when  the  State, 
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which  has  created  these  agencies  for  the  public  service,  creates  an  impartial 
tribunal  to  prevent  their  great  powers  from  being  used  to  build  up  certain 
favored  ones  at  the  expense  of  others. 

And  the  incentive  to  practice  extortion  is  equally  as  great,  if  not 
more  so,  as  to  practice  discrimination. 

While  legislation,  both  State  and  Federal,  administered  through 
State  and  Federal  commissions,  has  resulted  in  much  benefit  to  the 
public  and  in  many  lines  to  railroad  corporations,  it  is  still  the  en- 
deavor of  some  railroad  interests  through  current  literature  to  create 
the  impression  that  whatever  reduction  the  railroad  companies  have 
made  in  freight  rates  has  been  the  voluntary  act  of  railroad  traffic 
managers,  due  to  economic  conditions  Avhich  will  ever  be  present  to 
guarantee  to  the  public  that  which  is  just  and  right,  and  that  Gov- 
ernment regulation  has  had  little  or  nothing  to  do  with  reduction  in 
freight  rates.  As  illustrative  of  this  I  quote  from  an  article  recently 
published  by  the  Railway  Age  Gazette.  On  page  52  of  this  pamphlet 
we  read : 

The  average  rate  per  ton  per  mile  in  the  United  States  in  1870  was  18.89 
mills.  In  1887,  when  the  interstate-commerce  act  was  passed,  it  had  been 
reduced  to  9.84  mills,  or  52  per  cent.  Between  1887  and  1906,  in  which  latter 
year  the  Hepburn  Act  went  into  effect,  it  declined  from  9.84  mills  to  7.4s  mills, 
or  24  per  cent.  Government  regulation  had  no  hand  in  the  great  and  innumer- 
able reductions  prior  to  1887  reflected  in  the  decline  in  the  average  rate.  They 
were  made  by  the  traffic  managers  of  the  railways.  It  had  very  little  hand  in 
the  great  and  innumerable  reductions  in  the  period  1S87-1906.  Practically  all 
were  made  by  the  traffic  managers.  The  traffic  managers  voluntarily  made 
these  reductions  for  two  reasons:  First,  each  of  them  sought,  by  lowering  his 
rates,  to  capture  business  from  competitors.  Competitive  rate  making  has  now 
been  greatly  reduced,  although  not  wholly  eliminated,  by  railway  combinations 
and  consolidations  and  by  legislation  requiring  the  roads  to  publish  all  their 
rates  and  to  give  extended  notice  of  proposed  changes.  The  second  reason  why 
the  traffic  managers  reduced  rates  was  that  they  hoped  thereby  to  develop  so 
much  additional  traffic  that  the  net  returns  from  it  on  the  lower  rates  would 
exceed  the  net  returns  from  a  smaller  traffic  on  the  higher  rates.  Often  this 
hope  was  disappointed ;  then,  whenever  practicable,  the  old  rates  were  restored. 
The  desire  to  increase  earnings  is  just  as  prevalent  and  strong  to-day  as  ever ; 
and  the  traffic  managers  still  manifest  it  not  only  by  raising  the  rates  on  com- 
modities the  volume  of  whose  movement  they  think  will  thereby  be  largely 
increased,  they  seek  constantly  to  make  that  adjustment  which  will  yield  the 
railway  the  largest  permanent  return,  and  they  know  that  in  the  long  run  they 
will  get  the  largest  return  by  making  no  rates  that  are  lower  and  none  that 
are  higher  than  the  traffic  easily  can  bear.  The  enormous  increase  of  traffic 
shows  that,  as  a  whole,  the  rates  of  American  railways  are  not  burdensome  to 
commerce,  but  are  admirably  adapted  to  foster  its  growth. 

The  traffic  manager's  position  is  "the  traffic  moves,  therefore  the 
rate  is  not  burdensome."  They  further  maintain,  with  much  per- 
sistency, that  the  art  of  rate  making  can  not  be  reduced  to  a  science. 
That  rate  making  is  an  intuitive  accomplishment  possessed  by  those 
in  the  actual  employment  of  railroad  corporations.  To  quote  an 
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expression  as  indicative  of  their  position:  "The  economist  can  not 
look  at  this  subject  from  exactly  the  same  point  of  view  as  the  rail- 
way officer." 

On  the  contrary  it  is  the  position  of  those  learned  in  the  school  of 
economics  and  skilled  by  many  years  in  the  careful  study  of  railway 
problems  that  the  art  of  rate  making  can  be  and  will  be  reduced 
to  a  science.  Not  that  the  task  is  easy,  but  fully  aware  that  the  prob- 
lem is  intricate  and  that  most  every  condition  which  may  exist  neces- 
sary to  warrant  a  given  result  in  one  particular  case  will  scarcely  find 
an  exact  parallel  to  warrant  the  same  result  in  another  case. 

The  legislative  committee  was  directed  by  the  executive  committee 
to  confer  with  the  various  State  commissions  with  a  view  of  securing 
greater  uniformity  in  State  laws  in  which  uniformity  appeared  to  be 
desirable.  This  committee  has  been  unable  to  secure  sufficient  infor- 
mation to  warrant  a  report  upon  many  subjects  upon  which,  as  we  are 
advised,  there  should  be  uniformity  in  State  laws. 

Subjects  have  been  heretofore  discussed  by  this  convention  in  which 
uniformity  of  action  is  manifestly  needed  among  the  different  States. 
We  suggest  as  important  the  matter  of  State  taxation.  As  is  well 
known,  there  is  no  uniformity  along  this  line.  By  concert  of  action 
the  taxes  paid  by  railroad  corporations  to  the  various  States  should 
be  apportioned  upon  an  equitable  basis.  This  basis  must  be  worked 
out  with  a  great  deal  of  care,  pains,  and  labor,  and  when  the  com- 
mittee has  only  had  the  opportunity  to  discuss  the  question  for  a  few 
hours  it  is  manifest  that  sufficient  time  and  attention  can  not  be  given 
to  this  important  subject.  First,  it  will  be  remembered  that  what- 
ever amount  of  taxes  a  railroad  corporation  pays  that  in  the  end  the 
general  public  foots  the  bill.  So  in  the  last  analysis  it  is  not  so  much 
of  importance  how  much  taxes  a  railroad  corporation  pays,  but  it 
is  important  from  a  standpoint  of  justice  that  in  the  distribution 
of  the  taxes  paid  by  a  railroad  corporation  traversing  several  States 
each  State  should  receive  no  more  than  its  proportionate  part 
of  the  revenue  collected  from  the  general  public  to  liquidate  this 
expense. 

It  would  seem  that  an  equitable  distribution  could  be  accomplished 
if  the  taxes  were  distributed  between  the  several  States  upon  consider- 
ing the  following  facts  as  material  as  a  basis  of  distribution :  First, 
the  actual  cost  of  all  terminal  facilities  and  depot  structures  and 
present  physical  condition;  second,  the  gross  earnings;  third,  the 
net  earnings;  fourth,  the  number  of  miles  of  track.  By  considering 
all  these  elements  a  basis  of  distribution  could  be  arrived  at  which 
might  not  be  exactly  accurate,  but  which  would  be  fairly  reasonable. 

The  legislative  committee  was  directed  by  the  executive  committee 
to  recommend  that  this  convention  adopt  a  resolution  declaring  that 
this  convention  should  use  its  influence  to  secure  the  passage  of  a 
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Federal  law  defining  the  duties  and  jurisdiction  of  the  Federal  courts, 
so  that  all  cases  involving  the  construction  of  State  laws  relative  to 
the  regulation  of  freight  rates  and  the  constitutionality  of  State  laws 
defining  the  powers  and  duties  of  railroad  commissions  shall  first  be 
tried  in  the  State  courts  before  Federal  jurisdiction  attaches. 

The  legislative  committee  also  was  directed  to  secure  concert  of 
action  upon  the  part  of  the  officials  of  the  various  States  wherein 
pending  litigation  exists  which  threatened  to  destroy  the  power  of 
the  State  commission  to  regulate  their  intrastate  rates.  We  were 
hampered  in  this  endeavor  by  reason  of  the  fact  that  we  could  not 
secure  the  proper  data  upon  which  to  begin  our  labor  to  accomplish 
the  end  suggested. 

We  indorse  the  suggestion  made  by  the  Hon.  C.  C.  McChord.  new 
of  the  Interstate  Commerce  Commission,  but  then  president  of  the 
National  Railway  Commissioners  Association,  who  in  addressing  this 
convention  said: 

Each  Sta^e  commission  shoiild  furnish  to  the  Interstate  Commerce  Commis- 
sion copies  of  its  orders  fixing  rates  and  of  their  opinions  as  they  are  rendered, 
especially  as  the  Interstate  Commerce  Commission  shows  each  State  a  like 
courtesy. 

There  should  be  a  central  point  for  the  repository  of  all  such  mat- 
ters; and  petitions,  responses,  and  briefs  upon  both  sides  of  all  im- 
portant questions  at  least  should  be  sent  to  some  department  so  that 
information  can  be  easily  ascertained  concerning  litigation  existing 
in  the  various  States. 

Our  instructions  from  the  executive  committee  indicate  the  vital 
importance  of  the  cases  which  will  be  discussed  before  the  Supreme 
Court  of  the  United  States — the  Minnesota  rate  case  and  the  Ken- 
tucky rate  case.  The  importance  of  the  questions  involved  are  mani- 
fest, and  it  is  encouraging  to  note  that  they  are  realized  to  be  of 
such  consequence  that  at  a  recent  governors'  convention  a  committee 
was  appointed  to  intervene  before  the  Supreme  Court  of  the  United 
States  in  a  plea  of  protest  against  judicial  sanction  (of  the  proposi- 
tion) that  the  State  authorities  shall  not  have  the  power  to  regu- 
late their  intrastate  rates.  The  proposition  can  not  be  magnified  in 
point  of  seriousness,  for  if  the  Supreme  Court  sustains  the  position 
taken  by  Judge  Sanborn  our  scheme  of  government,  which  has  existed 
in  its  dual  capacity  for  more  than  a  century  and  a  quarter,  will  be  but 
an  historic  incident,  and  the  genius  of  those  who  fashioned  our  form 
of  government  will  be  discredited. 

It  is  not  out  of  place  for  this  convention  to  enter  its  protest  against 
such  an  unwarranted  position.  There  is  no  condition  existing  in  the 
commercial  world  which  threatens  the  destruction  of  railroad  prop- 
erty either  by  State  or  Federal  Government  justifying  railroad  com- 
panies or  courts  to  conclude  that,  at  present  at  least,  railroad  corpora- 
tions are  not  receiving  at  the  hands  of  the  State  as  well  as  the  Federal 
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commission  a  careful,  earnest,  studious,  intelligent,  and  unbiased 
consideration  of  all  questions  affecting  the  interests  of  railroad  cor- 
porations and  the  general  public.  And  without  fear  of  successful 
contradiction  it  can  be  declared  in  truth  that  the  present  Interstate 
Commerce  Commission  is  composed  of  men  whose  personnel  is  the 
equal  of  any  official  body  in  America,  whose  characters  are  above 
reproach,  and  in  attempting  to  make  rules  and  regulations  for  the 
great  arteries  of  commerce,  which  are  susceptible  of  being  a  greater 
blessing  to  the  people  of  this  Nation  than  any  other  character  of 
commercial  enterprise,  they  have  brought  to  bear  the  elements  which 
comprise  the  highest  type  of  judicial  learning  and  executive  ability, 
coupled  with  almost  superhuman1  diligence  in  delving  into  the  intri- 
cate problems  which  they  have  to  solve,  with  no  other  motive  than 
to  arrive  at  conclusions  absolutely  just  and  fair.  With  this  spirit 
upon  the  part  of  the  national  commission  and  a  similar  spirit  on  the 
part  of  State  commissions,  and  with  the  Commerce  Court  created  to 
review  the  decisions  of  the  Interstate  Commerce  Commission,  and 
the  right  of  appeal  to  State  and  Federal  courts,  and  with  State  and 
Federal  courts  ever  ready  to  check  by  restraining  order  any  decision 
of  the  State  commission  which  may  reduce  a  rate  so  low  as  to  threaten 
confiscation,  nothing  exists  now,  or  will  ever  exist,  that  will  necessi- 
tate the  abolition  of  our  present  form  of  government  in  order  to 
protect  railroad  companies  in  their  constitutional  rights.  Nor  do  we 
anticipate  that  any  serious  conflict  will  ever  arise  between  the  State 
commission  and  the  Interstate  Commerce  Commission.  We  have 
grown  to  know  that  only  by  concert  of  action  can  things  that  are 
worth  while  be  accomplished.  We  also  know  that  whatever  the  Inter- 
state Commerce  Commission  endeavors  to  do  it  will  do  so  well 
and  with  such  care  and  justice  that  each  State  is  willing  to  rely  upon 
its  finding.  Neither  does  the  Interstate  Commerce  Commission  de- 
sire, directly  or  indirectly,  to  encroach  upon  any  of  the  functions  of 
the  State  commission. 

It  was  the  Hon.  Martin  A.  Knapp,  at  one  time  chairman  of  the 
Interstate  Commerce  Commission,  now  presiding  judge  of  the  Court 
of  Commerce,  who  said  in  addressing  this  convention : 

The  influence  of  a  body  of  officials  like  this  must  in  any  case  be  very  far- 
reaching.  Your  general  attitude  toward  this  question,  the  intelligence  and 
thoughtfulness  which  you  bring  to  the  discharge  of  your  duties,  must  in  turn 
reflect  upon  public  opinion,  and  you  have  therefore  the  opportunity  through 
your  influence  one  way  and  another  to  affect  public  sentiment  and  cultivate  that 
spirit  of  consideration  and  mutual  helpfulness  which  finds  its  expression  in  the 
greatest  possible  degree  of  uniform  action  and  of  administration.  I  do  not  need 
to  tell  you  that  the  members  of  the  Interstate  Commerce  Commission  are  so  far 
from  desiring  to  encroach  upon  the  field  occupied  by  the  State  commissions  as 
rather  to  desire  that  each  of  them  may  have  full  opportunity  for  the  exercise  of 
their  legitimate  functions  and  that  they  be  in  accord  not  only  with  each  other 
but  with  the  work  in  which  the  Federal  commission  is  engaged.  That  is  the 
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spirit,  il  seems  I«>  me,  which  should  guide  the  deliberations  of  this  body  at  this 
time.  That  spirit,  I  am  sure,  will  pervade  :iil  its  members  and  bring  about  very 
influential  and  useful  results  from  this  annual  mooting. 

In  the  presentation  of  the  Mim-esota  case  and  the  Kentucky  case 
to  the  Supreme  Court  of  the  United  States  there  are  -.overal  ques- 
tions which  have  become  acute,  and  a  discussion  of  these  q  lie-lions  by 
this  convention  may  result  in  some  character  of  action  taken  or 
recommended  which  may  assist  materially  in  solving  these  questions. 

The  first  question  of  importance,  as  has  been  heretofore  suggested, 
is.  Shall  State  commissions  and  legislatures  continue  to  have  the 
power  to  regulate  their  intrastate  rates,  or  will  the  Supreme  Court 
declare  that  the  regulation  of  an  intrastate  rate  is  an  interference 
with  commerce  among  the  States,  and  therefore  void,  because  the  com- 
pany, either  through  policy  or  for  business  reasons,  deems  it  necessary 
to  change  an  interstate  rate  to  meet  the  changed  condition  brought 
about  by  the  lowering  of  an  intrastate  rate? 

Second.  Upon  what  basis  shall  the  reasonable  value  of  the  prop- 
erty devoted  to  the  public  use  be  ascertained  when  the  court  has  de- 
clared in  Smythe  v.  Ames  (169  U.  S.,  546),  opinion  by  Mr.  Justice 
Karl  an : 

We  hold,  however,  that  the  basis  of  all  calculations  as  io  the  reasonableness 
of  rates  to  be  charged  by  a  corporation  maintaining  a  highway  in  legislative 
sanction  must  be  the  fair  value  of  the  property  being  used  by  it  for  the  con- 
venience of  the  public,  and  in  order  to  ascertain  that  value  the  original  cost 
of  construction,  the  amount  expended  in  terminal  improvements,  the  amount 
and  market  value  of  its  bonds  and  stocks,  the  present  as  compared  with  the 
original  cost  of  construction,  the  probable  earning  capacity  of  the  property 
under  particular  rates  prescribed  by  statutes  and  the  sum  required  to  meet 
operating  expenses  are  all  matters  for  consideration,  and  are  to  be  given  such 
weight  as  may  be  just  and  right  in  each  case.  We  do  not  say  that  there  may 
not  be  other  matters  to  be  regarded  in  estimating  the  value  of  the  property. 
What  the  company  is  entitled  to  ask  is  a  fair  return  upon  the  value  of  that 
which  it  employs  for  the  public  convenience.  On  the  other  hand,  what  the 
public  is  entitled  to  demand  is  that  no  more  be  exacted  from  it  for  the  use  of 
a  public  highway  than  the  services  rendered  by  it  are  reasonably  worth. 

The  measure  of  return  to  the  company  is  a  fair  return  upon  the 
value  of  the  property  devoted  to  public  use.  The  measure  of  the 
amount  to  be  paid  by  the  public  is  that  amount  which  is  a  reasonable 
compensation  for  the  services  rendered.  If  both  statements  are  to 
have  equal  force,  then  there  must  always  be  an  equality  of  relation- 
ship so  far  as  value  is  concerned  to  the  amount  of  the  return  upon 
the  property  used  by  the  public  and  the  amount  paid  by  the  public, 
which  is  a  sum  based  upon  the  services  rendered  and  which  equals 
the  reasonable  worth  of  those  services. 

Again,  it  is  declared  in  the  case  of  Wilcox  v.  The  Consolidated 
Gas  Co.  (212  U.  S.,  10),  in  the  syllabus: 

Kates  when  lixed  by  legislative  authority  for  public-service  corporations 
should  allow  a  fair  return  upon  the  reasonable  value  of  the  property  at  the 
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time  it  is  being  used,  but  the  legislative  act  will  not  be  declared  invalid  by  the 
courts  unless  the  rates  are  so  unreasonably  low  that  their  enforcement  would 
amount  to  taking  the  property  for  public  use  without  compensation. 

While  it  is  here  declared  that  public-service  corporations  "  should 
be  allowed  a  fair  return  upon  the  reasonable  value  of  the  property 
at  the  time  it  is  being  used  by  the  public,"  yet  it  is  not  meant  by  this 
opinion  to  eliminate  the  very  material  fact  that  the  property  valua- 
tion must  be  upon  that  which  is  being  devoted  to  the  public  Use. 
The  syllabus  would  indicate  in  the  Wilcox  case  that  the  use  of  the 
property  should  be  used  to  locate  the  time  of  the  valuation,  whereas 
the  above  quotation  in  the  Smythe  and  Ames  case  would  indicate  that 
the  use  of  the  property  was  the  criterion  of  valuation;  however,  the 
Wilcox  case  does  not  mean  to  eliminate  the  conditions  mentioned 
in  the  Smythe  and  Ames  case  relating  to  the  use  of  the  property  as 
a  criterion  for  valuation,  for  upon  page  50  the  court  says : 

Taking  all  facts  into  consideration,  we  concur  with  the  court  below  upon  this 
question  and  think  complainant  is  entitled  to  .6  per  cent  on  the  fair  value  of 
its  property  devoted  to  the  public  use. 

These  opinions,  however,  still  leave  the  question  unsettled  as  to 
how  railroad  property  shall  be  valued  for  the  purpose  of  rate  mak- 
ing, especially  its  real  property.  Shall  the  valuation  for  rate  making 
be  estimated  so  as  to  include  the  unearned  increment  upon  the  prop- 
erty of  the  company  ? 

Third.  The  recent  cases  make  the  following  inquiry  extremely 
acute:  Is  it  a  practical  question  in  the  exercise  of  fair  economy  to 
require  railroads  to  maintain  an  accounting  system  separating  inter- 
state passengers  and  intrastate  passengers  and  interstate  freight  and 
intrastate  freight?  Should  railroads  be  required  to  maintain  an 
accounting  system  whereby'  the  cost  of  doing  the  freight  business 
should  be  separated  from  the  cost  of  doing  the  passenger  business? 
Can  overhead  charges  be  -allotted  with  reasonable  accuracy  to  the 
various  classes  of  business? 

Upon  the  answers  to  these  questions  depend  the  success  or  failure 
of  railroad  regulation  in  this  Nation  upon  a  scientific  basis. 

We  will  briefly  refer  to  the  several  questions  suggested.  We  will 
pass  over  the  first  question  relating  to  intrastate  rates  being  void  by 
reason  of  the  fact  that  an  interstate  rate  must  be  changed  because 
an  intrastate  rate  is  lowered  and  therefore  the  act  of  the  State  au- 
thority is  void  except  that  we  shall  mention  here  that  the  ardent  ad- 
vocates of  exclusive  Federal  regulation  have  never  yet  in  their  zeal 
anticipated  that  any  court  would  give  judicial  sanction  to  such  a 
theory  without  an  amendment  to  the  Federal  Constitution. 

The  Railway  Age-Gazette,  whose  editorial  director  is  Samuel  O. 
Dunn,  recently  said : 

Master  in  Chancery  Otis  held  that  the  railways  of  Minnesota  could  not  apply 
the  rates  fixed  by  the  Legislature  and  Railway  Commission  of  Minnesota  with- 
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out  either  correspondingly  reducing  their  interstate  rates  or  unfairly  discrimi- 
nating against  interstate  commerce.  He  therefore  held  that  the  rates  were  in 
violation  of  the  Federal  Constitution,  not  only  because  they  were  couflscatory  in 
that  they  would  not  yield  the  railways  7  per  cent  on  a  fair  valuation,  but  also 
because  they  interfered  with  interstate  commerce.  If  his  findings  shall  be 
upheld  by  the  courts,  it  may  be  that  no  amendment  to  the  Constitution  will  be 
necessary  in  order  to  give  the  Federal  Government  virtually  exclusive  jurisdic- 
tion over  the  regulation  of  rates. 

While  the  interpretation  of  the  above  opinion  would  indicate  that 
the  Federal  Government  would  virtually  have  exclusive  jurisdiction 
over  the  regulation  of  State  rates,  yet  the  fact  is  that  instead  of  the 
Federal  Government  having  such  jurisdiction  State  rates  would  be 
without  any  governmental  regulation.  Such  is  the  opinion  of  Judge 
Warrington,  who  in  answer  to  a  similar  contention  made  by  the 
Louisville  &  Nashville  Railroad  Co.  in  the  Kentucky  case  replied, 
indorsing  the  language  of  the  Supreme  Court  (216  U.  S.,  262),  Mis- 
souri Pacific  Railroad  Co.  v.  Kansas : 

But  this  simply  confounds  the  distinction  between  State  control  over  local 
traffic  and  Federal  control  over  interstate  traffic.  To  sustain  the  proposition 
would  require  it  to  be  held  that  the  local  traffic  of  the  road  was  free  from  all 
governmental  regulation. 

We  pass  now  to  the  consideration  of  the  second  question  discussed 
by  the  September  court  in  the  Smythe  and  Wilcox  cases.  If  the  in- 
terpretation placed  upon  the  Wilcox  case  by  certain  railroad  interests 
shall  be  upheld  by  the  courts  and  the  reasonable  value  of  the  prop- 
erty at  the  time  it  is  being  used  by  the  public  is  the  criterion  of  valua- 
tion for  rate  making,  there  can  be  no  stability  in  rates  whatever, 
because  the  value  of  the  property  can  be  continuously  and  will  be 
continuously  enhanced  by  a  great  many  considerations.  Shall  the 
reasonable  value  of  the  property  include  all  the  improvements  that 
a  railroad  corporation  has  made  for  permanently  equipping  its  sys- 
tem out  of  the  income  of  the  road  ?  Is  the  reasonable  value  of  the  prop- 
erty at  the  time  to  include  the  value  of  the  land  which  it  may  have 
acquired  for  a  right  of  way  and  other  terminal  facilities  estimated  as 
of  to-day  upon  the  relative  valuation  of  contiguous  territory?  If 
this  is  the  law  of  the  land,  I  know  of  no  better  answer  than  the  re- 
sponse made  by  Commissioner  Lane,  who,  in  the  case  of  the  Western 
Trunk  Line  and  Trans-Missouri  and  Illinois  Freight  Committee  Ter- 
ritories, said : 

If  the  position  of  the  Burlington  is  sound  and  is  a  precise  expression  of  what 
our  courts  will  hold  to  he  the  law,  then,  as  we  are  told,  there  is  certainly  the 
danger  that  we  m:iy  never  expect  railroad  rates  to  be  lower  than  they  are  at 
present.  On  the  contrary,  there  is  the  unwelcome  promise  made  in  this  case 
that  they  will  continuously  advance.  In  the  face  of  such  an  economic  philoso- 
phy, if  stable  and  equitable  rates  are  to  be  maintained,  the  suggestion  has  been 
made  that  it  would  be  wise  for  the  Government  to  protect  its  people  by  taking 
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to  itself  these  properties  at  present  value,  rather  than  await  the  day,  perhaps 
30  or  50  years  hence,  when  they  will  have  multiplied  in  value  ten  or  twenty 
fold. 

Digressing  for  a  moment  to  another  question  of  a  kindred  nature, 
which  in  all  probability  would  result  in  the  same  public  demand  as 
that  expressed  by  Commissioner  Lane,  we  refer  to  the  threat  which 
is  sometimes  used  by  some  railroad  interests  that  unless  their  rates 
are  such  as  to  yield  them  what  they  deem  a  fair  return  upon  their 
investment  that  capital  will  no  longer  seek  railroad  securities  as  an 
investment  and  that  railroad  development  will  cease.  If  the  public 
ever  concludes  that  in  truth  railroad  development  will  cease  because 
the  Interstate  Commerce  Commission  and  State  commissions  regu- 
late freight  rates  to  what  these  tribunals,  established  by  the  general 
public,  deem  to  be  just  and  reasonable,  then  the  inevitable  result  must 
follow.  Our  Nation  is  by  no  means  developed.  Thousands  of  acres 
of  lands  rich  in  mineral  resources,  with  fields  fertile  and  capacitated 
to  yield  abundant  fruit  and  grain,  are  yet  unserved  by  railroad 
facilities.  There  are  thousands  of  people  in  many  portions  of  this 
Nation  who  have  not  the  conveniences  of  railroad  transportation. 
The  civilizing  influences,  the  great  benefits  and  conveniences  of  these 
arteries  of  commerce,  can  not  be  overestimated  or  too  much  appre- 
ciated; but  if  the  price  of  railroad  building  which  the  public  must 
pay  is  that  railroad  operators  must  be  left  free  to  pillage  and  plunder 
the  public  at  their  will  and  caprice,  only  limited  by  their  conscience 
to  charge  and  the  ability  of  the  public  to  pay,  the  cost  is  too  dear. 
But  this  country  will  develop — it  must  develop  through  the  building 
of  lines  of  transportation,  and  if  governmental  regulation,  limiting 
capital  to  a  fair  return  on  railroad  securities,  stops  railroad  building 
by  private  individuals,  the  Government  itself  will  see  to  it  that  its 
citizens  are  furnished  with  these  civilizing  influences. 

Again  reverting  to  the  significance  of  the  reasonable  value  of  the 
property  at  the  time  it  is  being  used  by  the  public,  would  it  be  con- 
tended that  a  reduction  of  freight  rates  was  justifiable  because  a 
railroad  company's  right  of  way  traversing  a  section  of  territory 
extremely  valuable  at  one  time  for  the  purpose  of  grazing  cattle,  is 
now  rendered  almost  valueless  for  this  because  it  is  infested  with 
wild  onions?  Such  a  contention  would  be  no  more  ridiculous  than 
that  freight  rates  should  be  increased  because  the  contiguous  terri- 
tory had  been  discovered  to  be  peculiarly  adapted  to  a  particular 
product,  rendering  it  extremely  valuable.  The  trouble  about  esti- 
mating the  value  of  railroad  property  as  a  criterion  for  rate  making 
is  that  the  real  character  and  nature  of  the  transaction  is  not  taken 
into  consideration. 

The  moment  real  estate  is  condemned  or  acquired  for  railroad  pur- 
poses it  is  that  moment  withdrawn  from  the  market  for  any  other 
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than  railroad  purposes,  and  however  valuable  its  use  may  be  for  that 
or  any  other  line  of  business,  its  value  can  not  be  enhanced  above 
that  for  which  its  use  has  been  acquired,  to  wit.  railroad  purposes. 
Having  withdrawn  this  land  from  the  market,  and  it  being  devoted 
to  the  use  of  railroad  operation  in  theory  and  in  practice  for  all  time 
to  come,  then  the  valuation  of  real  property  should  be  no  more  and 
no  less  than  the  actual  value  of  the  land  at  the  time  of  the  construc- 
tion of  the  railroad  property.  Now,  it  is  true  that  this  might  work  a 
hardship  in  some  particular  instances.  It  is  true  that  this  theory  i> 
not  free  from  objections,  but  there  is  no  other  principle  upon  which 
land  valuation  for  railroad  purposes  can  be  ascertained  which  will 
not  offer  more  obstacles  than  the  above  suggested.  The  cost  of 
service  would  then  become  the  chief  factor  in  the  fixing  of  freight 
rates,  for  while  the  cost  of  service  heretofore  has  been  considered  a 
negligible  factor,  yet  no  scientific  deduction  can  be  made  showing  the 
relationship  existing  between  a  fair  return  upon  the  property  devoted 
to  the  public  use  and  the  reasonable  worth  of  the  services  rendered 
to  the  public,  unless  as  a  basis  for  this  comparison  the  cost  of  the 
service  is  first  ascertained. 

All  permanent  improvements  should  be  made  from  new  capital 
which  should  receive  the  same  consideration  so  far  as  return  is  con- 
cerned that  capital  receives  in  the  original  organization.  This 
brings  up  another  serious  question:  What  are  permanent  improve- 
ments? The  Interstate  Commerce  Commission  already  by  ruling 
has  indicated  what  are  and  what  are  not  permanent  improvements. 

There  should  be  legislation  both  State  and  Federal  to  prevent 
the  issual  of  new  stocks  and  bonds  without  governmental  supervision. 
Such  could  be  accomplished  by  a  Federal  law  requiring  all  railroad 
companies  engaged  in  interstate  traffic  to  secure  a  license  from  the 
Federal  Government,  the  provisions  of  which  would  require  all  rail- 
roads doing  an  interstate  business  to  submit  to  the  Interstate  Com- 
merce Commission  or  similar  body  any  proposed  issual  of  stocks 
and  bonds  and  for  what  purpose,  and  if  the  Interstate  Commerce 
Commission  approves  the  issue  then  the  corporation  would  be  privi- 
leged to  act  accordingly.  This  should  be  supplemented  by  State 
laws  requiring  all  railroad  corporations  doing  business  within  the 
State  to  submit  any  proposition  for  the  increase  of  railroad  indebted- 
ness to  the  State  commission,  which  should  first  authorize  it  before 
the  power  to  issue  the  bonds  or  stocks  was  granted  to  railroad  corpo- 
rations. There  should  be  no  Federal  legislation  which  should  be 
substituted  for  State  legislation  to  remedy  an  evil  which  a  State  by 
law  can  remedy.  But  all  legislation  of  a  Federal  nature  should  be 
in  addition  to  and  in  aid  of  State  regulation  and  as  heretofore  sug- 
gested no  serious  conflict  between  the  State  and  Federal  authority 
need  be  anticipated. 
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We  pass  now  to  the  consideration  of  the  third  question :  Is  it  prac- 
ticable for  railroad  companies  to  adopt  a  systematic  accounting 
system  whereby  inter  and  intra  state  passenger  and  freight  business 
can  be  separated.  Can  the  overhead  charges  accruing  in  inter  and 
intra  state  freight  and  inter  and  intra  state  passenger  business  be 
allocated  with  such  accuracy  as  to  make  a  reasonable  basis  for  legiti- 
mate comparison?  The  contention  of  the  railroad  companies  upon 
this  question  is  best  stated  by  a  repetition  of  a  portion  of  the  opinion 
rendered  by  Judge  Sanborn  in  the  Minnesota  rate  case.  We  quote 
from  the  opinion : 

The  whole  railroad  properties  of  each  of  these  companies  lias  constituted  and 
still  constitutes  a  single  system,  and  has  been  and  is  operated  by  each  of  the 
said  companies  as  such.  The  cars,  engines,  and  supplies  of  each  company  cus- 
tomarily have  been  and  are  used  upon  its  system  without  regard  to  whether  the 
business  in  which  they  have  been  or  are  employed  has  been  or  is  interstate 
business  or  local  to  a  State.  Each  of  said  companies  customarily  has  carried 
and  does  carry  interstate  passengers  and  passengers  local  to  the  State  on  the 
same  train  and  in  the  same  car,  and  interstate  freight  and  freight  local  to  a 
State  on  the  same  train,  and,  if  less  than  carload  freight,  in  the  same  car. 
There  has  never  been  any  separation,  and  it  is  impracticable  in  the  exercise  of 
any  fair  economy  to  make  and  maintain  any  separation  in  the  business  of 
transporting  interstate  passengers  and  passengers  local  to  the  State,  or  between 
interstate  freight  and  freight  local  to  a  State. 

On  the  other  hand  we  find  the  highest  authorities  refuting  the  con- 
tention of  the  railroad  companies,  as  expressed  in  the  language  of 
Judge  Sanborn : 

Mr.  Louis  D.  Brandeis  says:  "The  simple  ultimate  unit  cost  of  each  opera- 
tion in  every  department  of  every  railroad  ought  to  be  ascertained.  They 
should  be  properly  supervised,  analyzed,  classified,  and  compared,  so  that  each 
railroad  should  have  the  benefit  of  knowing  the  lowest  unit  cost  of  each  oper- 
ation attained  by  any  American  railroad,  and  how  it  was  attained." 

In  the  case  of  Buell  v.  The  Chicago,  Milwaukee  &  St.  Paul  E.  B. 
Co.,  before  the  railroad  commission  of  Wisconsin,  which  involved 
the  reasonableness  of  passenger  rates  in  that  State,  the  feasibility 
of  and  necessity  for  the  application  of  cost  accounting  to  the  railroad 
business  was  very  fully  and  intelligently  discussed.  The  commis- 
sion said : 

Most  of  the  larger  and  many  of  the  smaller  factories  are  to-day  provided  with 
some  system  of  cost  accounting,  the  main  purpose  of  which  is  to  show,  as  nearly 
as  practicable,  the  exact  cost  of  each  unit  of  their  products  and  of  each  jo'i. 
contract,  and  department  of  production.  While  these  systems  vary  as  to  details 
and  in  practice  are  applied  differently  under  different  circumstances,  they  are 
based  upon  the  same  governing  principles.  Without  going  into  details  it  can 
be  said  that  they  aim  to  show  the  cost  of  the  labor  and  material  which  enters 
directly  into  each  unit  of  product,  job,  and  contract  in  each  department,  as  well 
as  the  total  and  relative  cost  of  these  elements  for  any  given  productive  period. 
Having  thus  determined  the  direct  costs  in  each  case,  they  endeavor  to  go  still 
further  and  make  a  fair  apportionment  of  the  indirect  expenses,  or  those  which 
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are  common  to  the  entire  output,  and  which  can  not  be  directly  allotted.  The 
Importment  of  an  approximately  correct  apportionment  of  the  common  or  in- 
direct expenses  is  easily  understood  when  it  is  found  that  in  many  cases  they 
amount  to  over  one-half  of  the  total  cost. 

Just  what  constitute  the  common  or  indirect  expenses  is  not  always  easy  to 
describe,  for  they  vary  considerably  as  between  different  industries,  and  even 
as  between  different  establishments  in  the  same  industry.  In  most  industries. 
however,  they  include  such  items  as  the  following:  Superintendents  and  fore- 
men, certain  clerical  labor,  power,  heat  and  light,  traveling  expenses,  indirect 
labor,  telegraph  and  telephones,  office  expenses,  stationery  and  printing,  sundry 
materials  and  supplies,  insurance,  general  expenses,  repairs,  depreciation  on 
buildings,  tools  and  machinery,  taxes,  interest  on  loans  and  on  the  investment, 
and  other  items  of  this  nature.  These  costs  consist  of  both  labor  and  material. 
While  they  are  incurred  in  the  plant,  they  can  not  be  directly  traced  to  any 
unit  of  the  finished  product  or  to  any  particular  department.  They  are  kept 
in  appropriate  accounts  so  that  their  total  amount  is  known  and  they  must  be 
in  some  way  fairly  distributed  over  the  entire  product  in  eaoh  department.  If 
such  distribution  of  expenses  is  practicable  in  other  enterprises,  it  is  difficult 
to  see  why  it  should  not  also  be  feasible  in  the  railroad  service.  It  may  be 
assumed  that  a  railroad  is  organized  very  much  along  the  same  lines  as  other 
productive  enterprises.  It  has  first  of  all  a  plant.  It  has  roadway  and  car 
departments  for  the  maintenance  of  this  plant.  It  has  an  operating  department 
which  is  engaged  in  producing  transportation,  and  a  traffic  department  through 
which  transportation  is  sold  to  the  public.  It  also  has  a  department  of  general 
officers  who  supervise  the  work  of  all  the  other  departments  and  look  after  the 
affairs  of  the  road  generally.  Again,  it  produces  and  sells  two  kinds  of  trans- 
portation, and  the  services  performed  to  this  end  can  be  divided  into  two  de- 
partments. 

Passenger  transportation  is  produced  by  the  running  of  passenger  trains, 
and  freight  transportation  by  the  running  of  freight  trains.  Separate  cars  and 
locomotives  and  separate  train  and  locomotive  crews  are  required  in  the  two 
cases.  Many  employers  at  the  terminals,  such  as  the  greater  proportion  of  the 
station  service  and  practically  the  entire  switching  service  and  other  items,  are 
also  easily  separated.  A  large  proportion  of  the  expenses  can  thus  be  kept 
separate  as  between  the  two  departments.  On  the  other  hand,  both  classes  of 
trains  use  the  same  track  and  many  other  facilities  in  common.  The  work  of 
supervision,  particularly  under  maintenance  of  way,  in  the  operating  depart- 
ment, and  under  general  expenses  is  common  to  both  departments.  This  is  also 
the  case  with  certain  other  employees  and  for  a  large  proportion  of  the  inci- 
dental items.  Expenses  of  this  kind  can  generally  not  be  charged  directly  to 
each  department  but  must  be  divided  upon  some  arbitrary  basis. 

Further  substantiating  this  theory  to  be  practicable  and  essential 
in  the  adjudication  of  questions  involving  the  reasonableness  of  rates, 
Commissioner  Lane,  of  the  Interstate  Commerce  Commission,  whose 
practical  experience  and  thorough  study  of  railroad  problems  qualify 
him  as  one  of  the  best  experts  in  the  Nation,  said  in  the  Western 
Trunk  Lines  and  Trans-Missouri  case : 

While  we  find  the  carriers  contending  uniformly  that  in  the  making  of  a 
reasonable  rate  the  cost  of  service  is  practically  a  negligible  factor,  yet  the 
contention  is  herein  made  that  the  carriers  should  be  allowed  to  increase  their 
rates  upon  that  ground.  In  short,  that  addition  to  cost  of  service  justifies  in- 
creased rates.  It  becomes  of  immediate  importance,  therefore,  to  learn  what 
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we  may  as  to  this  factor  in  the  problem.  That  the  railroads  are  not  indifferent 
to  this  element  is  shown  by  the  fact  that  some  of  those  of  highest  grade  keep 
such  figures.  It  would  be  remarkable  indeed  if,  in  this  time  when  all  great 
business  enterprises  make  analyses  of  costs,  our  railroads  should  keep  no  such 
accounts. 

When  we  have  sought  to  learn  the  cost  of  railroad  service,  a  twofold  answer 
has  been  made:  (1)  That  rates  were  not,  and  could  not  be,  made  with  reference 
to  cost,  because  some  traffic  could  and  should  bear  a  higher  rate  than  other 
traffic;  and  (2)  because  it  was  impossible  to  allocate  to  the  different  services 
rendered  their  proper  share  of  expenditures.  The  first  of  these  answers  we 
have  considered  above.  As  to  the  second,  it  has  been  testified  by  an  official 
of  an  important  carrier  that  it  was  entirely  feasible  to  absolutely  segregate 
about  51  per  cent  of  the  cost  of  operation  between  passenger  and  freight  traffic; 
that  about  29  per  cent  was  subject  to  some  arbitrary  division,  but  that  for  all 
practical  purposes  it  would  be  accurate ;  and  that  only  the  remainder,  or  20 
per  cent  of  the  whole,  had  to  be  determined  upon  an  arbitrary  basis.  So  that 
it  was  regarded  as  practicable  by  statisticians  to  leave  but  a  very  narrow 
"twilight  zone"  between  the  actual  cost  of  moving  a  ton  of  freight  and  the 
statistician's  estimate;  and  this  estimate,  it  was  thought,  would  not  vary  5  per 
cent  from  actual  cost.  This  is  readily  apparent  from  the  fact  that  of  the  total 
operating  expense  on  most  of  the  roads  substantially  50  per  cent  is  chargeable  to 
"  conducting  transportation,"  25  per  cent  to  maintenance  of  way  and  structures, 
and  25  per  cent  to  maintenance  of  equipment.  There  is  no  difficulty  in  segregat- 
ing the  cost  of  maintenance  of  equipment  as  between  passengers  and  freight. 
Likewise  the  50  per  cent  under  the  head  of  conducting  transportation  is  easily 
segregated,  excepting  as  to  some  station,  yard,  and  similar  expenses,  which 
constitute  a  small  proportion  of  the  total.  Thus  practically  75  per  cent  of  the 
entire  expense  is  taken  care  of.  The  expense  of  maintenance  of  way  and  struc- 
tures can  not  be  allocated,  and  this  has  to  be  divided  arbitrarily.  Moreover, 
that  it  is  not  impracticable  to  estimate  cost  of  railway  service  is  evidenced  by 
the  fact  that  we  have  before  us  the  cost  figures  of  both  the  Santa  Fe  and  the 
Burlington  lines.  The  Santa  Fe  road  has  had  in  its  employ  for  many  years  a 
man  who  lias  a  national  reputation  as  a  statistician.  It  is  a  part  of  the  general 
efficiency  of  the  system  of  that  great  road  to  keep  such  accounts  so  that  the 
management  may  ascertain  through  varying  periods  of  time  how  the  income 
of  the  road  is  being  expended. 

This  element  as"  a  basis  for  rate  making  has  been  ignored  by  rail- 
road traffic  managers  as  a  criterion  for  a  just  and  reasonable  rate, 
and  yet  it  is  the  chief  element  entering  into  what  a  reasonable  rate 
should  be.  The  value  of  the  property  being  used  at  the  time  for  the 
public  convenience  may  be  the  result  of  untold  extravagance  as  well 
as  inefficient  engineering,  and  therefore  a  premium  is  placed  upon 
extravagancy  and  incompetency  which  the  public  is  compelled  to  pay. 

In  opposition  to  the  theory  that  the  cost  of  service  should  be  the 
chief  factor  in  establishing  the  reasonableness  of  a  rate,  it  is  said  by 
many  railroad  authorities  that  there  should  be  no  limit  to  the  maxi- 
mum return  on  the  stock  of  a  properly  capitalized  and  managed 
company.  Hon.  James  McCrea,  president  of  the  Pennsylvania  Rail- 
road, says: 

I  would  fix  the  minimum  return  on  the  stock  of  a  properly  capitalized  and 
managed  company  and  one  in  a  locality  where  it  is  needed  at  about  7  per  cent. 


158          NATIONAL   ASSOCIATION    or    KA1MVAY    COMMISSIONERS. 

As  to  the  maximum.  I  see  no  reason  why  there  should  ho  :my  limit  upon  the 
return  to  the  stockholders. 

It  is  also  suggested  that  to  limit  the  return  of  a  railroad  corpora- 
tion based  upon  the  cost  per  unit  of  transportation  would  give  no 
incentive  to  railroad  corporations  to  perform  cheap  services,  :i>  their' 
efforts  in  economy  would  not  redound  to  their  individual  intere-t-. 
but  to  the  interest  of  the  public.  Governmental  supervision  over  cost 
accounting  would  prevent  the  extravagance  contemplated  if  the 
policy  hereinafter  suggested  is  pursued. 

From  the  foregoing  we  conclude  that  an  additional  power  should 
be  granted  to  the  Interstate  Commerce  Commission  over  interstate 
railways  to  require  a  complete  accounting  system,  whereby  each  rail- 
road company  will  be  required  to  keep  its  accounts  according  to  such 
rules  and  regulations  as  the  Interstate  Commerce  Commission,  in 
connection  with  the  State  commission,  may  prescribe,  to  the  end  that 
the  cost  per  unit  of  transportation  can  be  ascertained  in  conducting 
its  freight  and  passenger  business,  inter  and  intra,  and  that  the 
overhead  charges  may  be  allocated  to  the  respective  classification  to 
which  it  belongs. 

The  next  serious  question  is,  as  stated  by  the  quotation  above  made 
from  Mr.  McCrea :  Should  stockholders  in  railroad  corporations  be 
limited  in  their  returns  upon  investments?  Mr.  justice  Peckham  in 
the  Wilcox  case  said: 

There  is  no  particular  rate  of  compensation  which  imisi  in  all  case*  and  in 
all  parts  of  the  country  he  regarded  as  sufficient  for  capital  invested  in  busi- 
ness enterprises.  Such  compensation  must  depend  greatly  upon  circumstances 
and  locality:  among  other  things,  the  amount  of  risk  in  the  business  is  a  most 
important  factor,  as  well  as  the  locality  where  the  business  is  conducted  and 
the  rate  expected  and  usually  realized  there  upon  investments  of  a  somewhat 
similar  nature  with  regard  to  the  risk  attending  them.  There  may  be  other 
matters  which  m  some  cases  might  also  be  properly  taken  into  account  in  de- 
termining the  rate  which  an  investor  might  properly  expect  or  hope  to  receive 
and  which  he  would  be  entitled  to  without  legislative  interference.  The  less 
risk,  the  less  right  to  an  unusual  return  upon  the  investments.  One  who  in- 
vests his  money  in  a  business  of  a  somewhat  hazardous  character  is  very  prop- 
erly held  to  have  the  right  to  a  larger  return  without  legislative  interference 
than  can  be  obtained  from  an  investment  in  Government  bonds  or  other  per- 
fectly safe  security.  The  man  that  invested  in  gas  stock  in  182:}  had  a  right 
to  look  for  and  obtain,  if  possible,  a  much  greater  rate  upon  his  investment 
than  he  who  invested  in  such  property  in  the  city  of  New  York  years  after 
the  risk  and  danger  involved  had  been  almost  entirely  eliminated. 

With  State  and  Federal  commissions  to  regulate  with  justice  and 
fairness  the  affairs  of  railroad  corporations  so  that  the  return  upon 
their  investment  will  be  certain;  with  wise  and  patriotic  officials 
with  no  other  motive  than  to  promote  the  welfare  of  our  Nation,  it 
is  not  a  Utopian  dream  to  hope  that  the  time  is  not  far  distant  when 
railroad  securities  Avill  be  as  safe  as  Government  bonds,  thereby  justi- 
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fying,  according  to  the  opinion  of  Mr.  Justice  Peckham,  low  and 
certain  returns  upon  railroad  securities  and  correspondingly  low 
rates  for  transportation. 

LAURENCE  B.  FINN,  Chairman. 

Mr.  BERRY,  of  Illinois.  I  move  the  adoption  of  the  report. 
Tlie  report,  was  adopted. 

INTRASTATE  BATE  CASES. 

Mr.  RICHARDS,  of  South  Carolina.  In.  this  connection  I  call  for  the 
reading  of  the  resolution  which  I  submitted  yesterday. 
The  secretary  read  the  resolution,  as  follows: 

Whereas  the  convention  of  governors  at  their  recent  meeting  appointed  what 
is  known  as  the  States'  rights  committee,  whose  duty  it  is  to  properly  prepare 
and  present  to  the  Supreme  Court  of  the  United  States  the  States'  side  of  the 
controversy  in  what  is  known  as  the  famous  Minnesota  rate  case;  and 

Whereas  the  decision  of  the  United  States  circuit  court  in  these  cases,  if 
allowed  to  stand,  will  seriously  interfere  with  the  making  and  regulating  of 
rates  in  the  several  States:  Therefore  be  it 

Resolved  by  the  Association  of  Rtiitivui/  Commissioners  in  annual  convention- 
assembled,  That  the  sympathy  of  this  convention  is  hereby  extended  to  the 
committee  of  governors  in  their  efforts  to  protect  the  States  in  their  right  to 
regulate  commerce  wholly  within  their  borders. 

Resolved  further,  That  we  do  hereby  pledge  ourselves  to  aid  in  every  way 
possible  to  Have  this  great  question  properly  adjudicated. 

Mr.  RICHARDS,  of  South  Carolina.  Now,  without  proposing  to  make 
any  extended  remarks  upon  that  resolution,  it  does  strike  me,  sir,  that 
the  very  able  paper  that  we  have  just  heard  read  is  only  deficient  in 
one  particular  respect  as  regards  that  phase  of  the  report.  It  states 
the  condition,  but  it 'offers  no  remedy. 

I  submit  that  something  tangible  is  offered  us  in  the  action  taken 
by  the  convention  of  governors  which  recently  met,  in  which  they  pro- 
posed to  prepare  and  submit  to  the  Supreme  Court  of  the  United 
States  the  States'  side  of  the  question,  as  this  resolution  says,  for  the 
purpose  of  having  the  matter  properly  adjudicated.  Now,  the  South 
Carolina  Railroad  Commission  has  just  recently  undertaken  or  pro- 
posed a  uniform  schedule  of  rates  for  that  State.  I  notice  that  this 
report  states  Judge  Sanborn's  decision  says  that  the  railroads  of  this 
country  do  not  carry  a  separate  statements  in  regard  to  their  intra- 
state and  interstate  business. 

But  right  in  the  midst  of  the  hearing,  in  which  were  the  ablest  of 
the  attorneys  of  the  three  main  trunk  lines  that  traverse  South  Caro- 
lina, I  submit  to  you  that  the  statements  both  of  intrastate  and  inter- 
state business  were  placed  in  the  possession  of  the  Railroad  Com- 
mission of  South  Carolina.  I  state  to  you  that  upon  the  showing 
made  by  one  of  the  greatest  of  these  railroads  on  their  traffic  for 
1910  and  1911  intrastate  it  showed  that  they  had  run  at  a  net  expense 
17260—11 11 
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of  s:;.)(H)  and  some  odd.  When  I  asked  the  distinguished  gent  leinan 
who  was  upon  the  st:ind  at  that  time  how  they  exi-ted.  he  made  the 
statement  to  me.  "  We  exist  upon  our  interstate  business:  that  is  how 
we  exist."  I  immediately  demanded  that  lie  make  to  the  Railroad 
Commission  of  South  Carolina  a  report  hoth  of  intvastate  and  inter- 
state business.  Thereupon  lie  arose  and  read  the  famous  decision  of 
Judge  Sanborn  and  threatened  to  carry  the  Railroad  Commission  of 
South  Carolina  into  the  courts. 

But  I  insisted  and  he  submitted  a  report.  And  what  did  it  show? 
It  showed  that  that  same  railroad,  upon  its  interstate  business  in 
South  Carolina  during  the  year  1910  or  1911,  shows  a  net  earning  of 
$1.500,000.  I  submit  that  we  should  know  where  we  are.  and  I  sub- 
mit that  we  are  handicapped  by  this  decision  of  Judge  Sanborn'-. 
If  it  is  law,  the  railroad  commissions  of  the  various  States  should 
know  it,  and  they  should  know  it  at  the  earliest  possible  moment. 
The  only  way  it  can  be  determined  and  properly  determined  is 
through  the  highest  tribunal  of  the  land,  the  Supreme  Court  of  the 
United  States,  and  this  resolution  simply  says  that  we  extend  the 
hand  of  sympathy  to  the  convention  of  governors  in  their  effort  to 
have  this  matter  properly  adjudicated.  I  hope  that  this  convention 
will  let  the  people  of  the  country  know  that  the  railroad  commis- 
sioners are. in  sympathy  with  the  governors  of  the  various  State-. 

Mr.  EUSTIS,  of  New  York.  I  would  simply  like  to  say  that  it  seems 
to  me  it  would  be  better  for  us  not  to  pass  this  resolution.  There 
was  a  great  deal  of  comment  when  the  board  of  governors  took  the 
stand  they  did  as  to.  interfering  with  the  Supreme  Court  of  the 
United  States  and  undertaking  to  dictate  or  direct  how  they  should 
decide. 

I  suppose  many  of  the  members  of  this  convention  are  lawyers,  and 
we  know  with  what  respect  we  should  treat  the  courts.  It  is  con- 
sidered as  something  serious  to  intimate  even  to  the  trial  judge  how 
he  should  decide  the  case,  and  much  more  to  an  appellate  court.  And 
when  we  come  to  say  that  we  want  even  to  extend  the  hand  of  sym- 
pathy to  another  body  that  has  taken  the  stand  they  are  going  to 
try  to  influence  the  decision  of  the  Supreme  Court  of  the  United 
States,  I  want  to  say  that,  in  my  judgment,  it  is  exceedingly  bad 
taste. 

Mr.  MCKNIGHT,  of  Arkansas.  I  hesitate  somewhat  to  say  anything 
upon  this  subject,  but  we  are  handicapped  in  Arkansas  and  seriously 
handicapped  right  on  this  line.  The  first  thought  of  railroad  regu- 
lation occurred  in  our  State  in  1895,  at  which  time  there  was  a  call 
session  of  the  legislature  to  pass  a  constitutional  amendment  setting 
forth  that  we  might  establish  a  railroad  commission.  It  wa-  passed 
at  that  time.  In  1897  it  was  ratified  by  the  people,  and  in  1899  the 
railroad  commission  was  created  by  the  legislature. 
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Now.  I  want  to  take  just  a  few  moment-.,  if  you  will  bear  with  me, 
to  outline  what  has  happened  in  Arkansas  since  that  time  along  the 
lines  of  rate  making,  and  to  show  how  it  has  come  absolutely  to 
nought.  Our  hands  are  tied  and  we  are  sitting  daily,  anxious  and 
willing,  wanting  to  do  something,  but  not  able  to  do  it.  What  is  the 
matter?  The  commission  began  at  once  the  making  of  tariffs,  trying 
to  cure  the  discrimination  that  existed  in  the  freight  rates  of  that 
State.  They  succeeded  very  well  in  doing  this,  although  being  op- 
posed by  the  railroads  in  every  transaction.  And  it  was  acknowl- 
edged by  both  the  railroads  and  the  people  that  that  was  the  proper 
procedure,  until  the  year  1907. 

In  the  year  1907  the  legislature  unanimously  passed  the  2-cent  rate 
law.  The  reason  that  the  legislature  had  passed  that  law  was  the 
fact  that  the  traveling  men  of  the  State  of  Arkansas  had  gotten  be- 
hind the  act  and  made  it  practically  unanimous.  Why  ?  Simply  be- 
cause they  found  that  a  man  traveling  upon  a  mileage  book  out  of  the 
State  of  Missouri  or  any  adjoining  State  could  go  from  there  into 
and  through  our  State  at  the  small  rate  of  2  cents  a  mile,  while  they 
themselves  were  having  to  pay  2£  cents  a  mile.  The  intelligence  of 
the  traveling  men  wras  exhibited  and  they  were  so  unanimous  in  their 
action  that  the  law  was  passed. 

I  was  in  that  session  of  the  legislature,  and  I  do  not  think  there 
was  a  dissenting  vote  in  the  senate  and  but  one  or  two  in  the  house. 
When  that  law  became  effective,  some  of  the  roads  adopted  it  and 
other  roads  rejected  it.  Two  of  the  principal  main-line  roads  of 
that  State,  which,  as  I  told  you  yesterday,  had  been  fed  and  fostered 
until  the}7  were  fat,  absolutely,  gentlemen,  in  the  absence  of  our  Fed- 
eral judge,  went  to  St.  Paul,  and  upon  a  mere  statement  of  the  offi- 
cials or  the  lawyers  of  that  road  there  was  granted  a  temporary  in- 
junction that  absolutely  put  the  foot  of  condemnation  upon  the  rate- 
making  powers  of  the  Arkansas  Railroad  Commission. 

The  evidence  in  that  case  was  this :  During  the  year  1907  there  was 
a  petition  filed  through  me  to  the  Arkansas  Senate  to  see  if  we  could 
not  do  something  to  raise  the  taxable  property  of  one  of  the  prin- 
cipal railroads  of  the  State,  signed  by  every  justice  of  the  peace  in 
my  own  county,  showing  the  taxable  value  of  the  road,  including 
right  of  way,  terminals,  and  cars,  and  everything  divided  into  the 
mileage  showed  only  $3,000  a  mile,  and  we  were  trying  to  see  if  that 
rate  could  not  be  raised.  In  that  State  it  is  required  in  giving  in  your 
property  that  you  hold  up  your  hand  and  swear  that  that  is  a  reason- 
able and  fair  valuation  of  the  property.  We  find  those  men  who  hied 
away  to  St.  Paul  holding  up  their  hands  and  swearing  that  identically 
the  same  property,  without  any  material  change,  had  risen  from 
$3.000  to  $17,000  a  mile  when  they  wanted  rates  made. 
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That  evidence  would  not  stand  in  an  ordinary  justice  of  the  peace 
court  in  my  county.  We  are  willing  to  admit  that  since  that  time 
the  National  Legislature  has  seen  fit  to  remedy  that,  and  says  that  no 
such  injunction  shall  be  granted  without  three  of  the  judges  being 
present.  But  how  can  we  ever  get  over  the  thing  that  has  passed  over 
our  shoulders?  Now,  gentlemen,  we  are  tied  along  the  line  of  rate 
making,  and  why  are  we  tied?  Simply  because  the  Federal  courts 
shut  down  upon  any  testimony  like  this.  To  go  back  to  the  evidence 
in  this  case:  When  the  evidence  shows  plainly  in  the  Federal  court 
hearing  and  in  the  decision  which  was  rendered  that  one  of  these 
roads  was  making  14  and  some-odd  per  cent  and  the  other  was  making 
16  and  some-odd  per  cent  upon  their  earnings,  it  was  said  that  6  per 
cent,  owing  to  the  recent  decision  of  the  Supreme  Court,  was  a  fair 
earning;  but  it  was  hinted  to  us  that  these  two  railroads  were  not 
making  6  per  cent — catch  my  idea,  please — not  making  6  per  cent  by 
the  present  tariff,  No.  3,  which  was  enjoined,  but  with  only  33£  per 
cent  increase  that  they  were  making  16  and  14  per  cent,  respectively. 
How  can  you  figure  that  ?  Figures  will  not  agree,  gentlemen,  when 
you  put  them  down. 

Now,  I  remember  very  well  when  we  used  to  make  these  kinds  of 
talks  to  the  lawyers  of  Arkansas  they  used  to  say  to  us,  "  Oh,  Judge 
So-and-so  said  this."  Though  we  may  be  small — I  am  not  a  law- 
yer; you  can  tell  that  by  my  talk — that  though  we  may  be  small,  if 
we  see  these  errors  I  feel  it  is  our  duty  to  point  them  out  absolutely, 
it  matters  not  who  or  where  we  are,  and  to  ask  a  remedy  for  these 
things ;  and  the  quicker  we  do  it  the  better.  We  should  let  out  voice 
be  heard  before  it  is  eternalty  too  late  and  we  have  been  put  abso- 
lutely out  of  business  by  these  injunction  proceedings. 

You  understand  that  in  our  State  this  injunction  has  been  per- 
petuated, and  we  to-day  stand  before  the  United  States  Court  of 
Appeals  to  see  what  decision  they  are  going  to  make.  Gentlemen,  if 
that  decision  stands,  as  the  decisions  formerly  have  in  the  Federal 
courts,  I  want  to  say  that  the  commission  of  Arkansas,  so  far  as  rate 
making  is  concerned — with  the  exception  of  little,  petty  things,  such 
as  a  little  switch  to  a  depot  somewhere — might  as  well  go  home,  so 
far  as  any  good  we  can  do  our  people.  I  am  in  favor  of  this  reso- 
lution ;  I  do  not  care  where  it  stands.  Let  it  stand  or  fall,  I  am  for 
the  principle  of  State  rights  upon  this  theory.  We  have  heard  ever 
since  we  were  that  long  [indicating]  that  this  is  a  government  by 
the  people  and  for  the  people.  But  let  us  see  whether  or  not  it  is. 
In  the  fall  of  1906  every  male  citizen  over  the  age  of  21  years  went 
to  the  polls  and  voted  for  a  representative  to  represent  them  in  the 
Arkansas  Legislature.  Not  satisfied  with  that,  by  constitutional 
right  each  district  elected  a  senator  to  represent  their  rights.  Not 
satisfied  with  this  the  entire  State  joined  in  electing  a  governor, 
whose  hand  should  be  attached  to  that  measure. 
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Now,  we  have  a  bill  that  only  extends  from  border  to  border  of 
our  State,  that  was  voted  upon  by  the  representative  of  every  county 
in  the  State,  voted  upon  by  a  senator  from  each  district  in  the  State, 
signed  by  the  executive,  and  which  has  become  a  law  of  the  State  of 
Arkansas.  That  law  does  not  affect  any  other  part  of  the  United 
States.  What  do. we  see?  Two  thousand  five  hundred  miles  from  the 
seat  of  action,  gentlemen — do  not  say  that  we  are  unduly  criticizing 
the  Federal  court — but  2,500  miles  from  the  seat  of  action,  upon  a 
statement  on  paper,  unsworn  to,  practically — by  railroad  attorneys 
alone — a  temporary  injunction  is  granted  and  we  are  absolutely  put 
out  of  business  for  three  years  on  an  injunction  which  has  been  per- 
petuated and  which,  if  upheld  by  the  court  of  appeals,  will  eternally 
put  us  out  of  business.  Still  it  is  said  this  is  a  government  by  the 
people  and  for  the  people.  Where  does  it  come  in  ?  It  seems  to  me 
it  is  time  for  us  to  take  some  action  and  not  to  sit  idly  by  and  see  our 
rights  go  absolutely  beyond  our  reach.  The  immortal  Jefferson  said 
that  the  danger  to  the  American  Government  was  the  usurpation  of 
the  State  rights  by  the  Federal  authorities.  It  has  come  to  us.  Let 
us  act  now.  Let  us  not  wait. 

DATA  FOR  REPORT  UPON  MEMORIALS. 

Mr.  FINN.  I  will  ask  unanimous  consent  for  the  suspension  of  the 
rules  for  a  moment  for  the  purpose  of  securing  data  for  the  report 
upon  memorials. 

President  BURR.  Without  objection,  we  will  suspend  the  rules  for 
a  moment  to  get  this  information. 

Mr.  FINN.  The  committee  is  not  informed  as  to  the  deaths  of  any 
other  railroad  commissioners  that  have  occurred,  say,  within  the  last 
two  years  than  W.  L.  Eaton,  of  Iowa. 

President  BURR.  I  am  informed  there  has  also  occurred  the  death 
of  Commissioner  Joe  Bice,  of  Missouri ;  also  the  death  of  the  former 
secretary  of  the  Interstate  Commerce  Commission,  Hon.  Edward  A. 
Moseley. 

If  there  have  been  deaths  in  other  States  among  the  commissioners, 
please  give  the  names  in  now. 

I  will  state  that  the  convention  at  its  last  session  failed  to  bring 

~ 

in  a  report,  and  it  is  the  desire  now  to  include  those  who  were  neg- 
lected at  the  last  session. 

Mr.  CAUGHMAN,  of  South  Carolina.  Mr.  President,  I  announce  the 
death  of  J.  M.  Sullivan,  of  South  Carolina. 

INTRASTATE   RATE    CASES— Continued. 

Mr.  HILL,  of  Georgia.  I  feel  there  is  no  serious  objection  to  the 
resolution  offered  by  the  gentleman  from  South  Carolina.  No 
member  of  this  association  has  a  higher  respect  for  the  courts 
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of  this  land  than  I  have,  especially  the  Supreme  Court  of  the 
United  States.  It  is  composed  of  great  men.  It  is  composed  of  great 
jurists  and  great  lawyers.  It  is  not  too  much  to  say,  I  think,  that  it 
is  the  greatest  court  in  the  world,  and  I  believe  that  it  merit-  the 
confidence  of  every  citizen  of  the  United  States.  I  think  this 
resolution  is  not  a  reflection  upon  that  court  or  upon  any  other  court. 
All  that  this  resolution  means,  as  I  understand  it.  is  that  the  Na- 
tional Association  of  Railroad  Commissioners  will  put  itself  iu 
thorough  accord  with  the  house  of  governors,  which  passed  a  resolu- 
tion to  the  effect  that  they  would  see  that  the  States'  views  with 
reference  to  State  rights  and  the  rights  of  the  States  to  make  rates, 
should  be  presented  to  that  great  body,  either  through  the  attorney- 
general  of  the  States  or  through  special  counsel  employed  by  the 
different  States. 

That  is  all,  as  I  understand  it.  that  the  house  of  governors  meant. 
They  never  meant,  in  my  opinion  and  as  I  understand  their  action,  to 
go  before  that  body  and  make  a  political  speech  or  an  appeal  to  their 
passions  or  prejudices,  or  anything  of  that  sort,  because  they  would 
know  that  it  would  be  futile  to  do  so.  It  has  been  said  that  a  great 
bar  helps  to  make  a  great  court,  and  I  think  that  is  largely  true. 
Kvery  court  seeking  for  light,  seeking  for  truth,  seeking  to  know 
what  the  law  is.  courts  all  the  light  that  it  can  get  upon  any  question. 
All  that  the  house  of  governors  meant.  I  think,  is  that  they  would 
present  in  the  shape  of  argument  or  brief  before  that  court  when  this 
case  is  tried  the  views  of  the  different  States  upon  that  question. 
That  being  true,  I  can  see  no  impropriety  in  the  action :  1  can  see  no 
reason  why  the  Supreme  Court  of  the  United  States  would  not  wel- 
come the  argument  of  counsel,  the  briefs  of  counsel,  prepared  for  that 
especial  purpose.  It  is  well  known  that  the  railroads  of  this  country 
have  experienced  lawyers — expert  lawyers,  if  you  please — -along  the 
line  of  rate  making  and  along  the  line  of  the  powers  of  the  Stale  to 
make  rates.  NOAV  then,  in  order  to  meet  these  expert  lawyers  the  State 
feels  that  they  should  have  expert  lawyers  before  that  great  tribunal 
to  meet  the  arguments  of  these  great  lawyer-  upon  that  question. 
As  I  understand  the  resolution  of  the  gentleman  from  South  Caro- 
lina, it  is  to  assure  the  governors  of  the  different  States  and  the 
people  of  the  different  States  that  we  are  iu  thorough  and  hearty 
accord  with  that  purpose.  If  that  is  all  that  the  resolution  means; 
and  that  is  all  I  understand  it  means,  it  seems  to  me  there  can  be 
no  objection  to  its  passage. 

Mi1.  HKRINCJ,  of  Maryland.  I  do  not  think  that  it  would  be  a 
wise  thing  for  this  association  to  adopt  the  resolution  of  the 
gentleman  from  South  Carolina.  Indeed.  I  think  it  was  very 
questionable  action  upon  the  part  of  the  convention  of  goveruor.- 
to  take  the  action  thev  did  in  reference  to  this  mailer,  and  which  i> 
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referred  to  by  the  report  which  \ve  have  just  adopted.  I  think 
this  association  has  gone  as  fai1  as  it  ought  to  go  by  the  adoption 
of  this  report  as  touching  the  matter  that  is  in  the  mind  of  the 
iientleinan  from  South  Carolina,  and  which  he  brings  forward  in 
his  resolution.  We  have  already  adopted  a  report  which  says: 

Our  instructions  from  the  executive  committee  indicate  the  vital  importance 
of  the  cases  which  will  he  discussed  before  the  Supreme  Court  of  the  United 
St.-ites  the  Minnesota  rate  case  and  the  Kentucky  rate  case.  The  importance 
of  the  questions  involved  are  manifest,  and  it  is  encouraging  to  note  that  they 
are  realized  to  be  of  such  consequence  that  at  a  recent  governors'  convention 
a  committee  was  appointed  to  intervene  before  the  Supreme  Court  of  the  United 
States  in  a  plea  of  protest  against  judicial  sanction  (of  the  proposition)  that  the 
State  authorities  shall  not  have  the  power  to  regulate  their  intrastale  rates. 
The  proposition  can  not  he  magnilied  in  point  of  seriousness,  for  if  the  Supreme 
Court  sustains  the  position  taken  by  Judge  Sanborn  our  scheme  of  government, 
which  has  existed  in  its  dual  capacity  for  more  than  a  century  and  a  quarter, 
will  he  but  an  historic  incident  and  the  genius  of  those  who  fashioned  our  form 
of  government  will  be  discredited. 

Now,  I  think  that  that  is  quite  as  much  of  a  deliverance  as  the 
association  ought  to  make ;  indeed,  I  think  it  is  a  little  stronger  than 
we  should  have  made,  but  I  voted,  however,  for  the  adoption  of  this 
report.  I  am  not  in  favor  of  this  association  taking  the  action  indi- 
cated by  this  resolution,  because  I  think  it  is  not  wise.  As  I  said  be- 
fore, I  think  it  was  a  questionable  action  upon  the  part  of  the  board 
of  governors.  I  think  it  is  very  indelicate  thing,  when  a  matter  is 
to  lx>  passed  upon  by  a  tribunal,  for  any  body  of  men  or  any  in- 
dividual man  to  indicate  anything  that  would  affect  the  conclusions 
to  be  reached  by  that  tribunal.  Therefore,  having  these  views  and 
thinking  we  have  already  gone  far  enough,  I  venture  the  hope  that 
the  association  will  not  adopt  the  resolution  of  the  gentleman  from 
South  Carolina. 

Mr.  PATTON,  of  Oklahoma.  As  a  lawyer  I  feel  the  adoption  of 
this  resolution  will  be  almost  an  insult  to  the  dignity  and  the 
integrity  of  our  Supreme  Court.  I  do  not  think  it  would  be  wise 
policy  to  adopt  a  resolution  of  this  character.  I  want  to  make 
a  motion  as  a  substitute  for  the  pending  resolution,  namely,  that 
this  association,  by  its  president,  name  a  committee  of  five  mem- 
bers to  draft  a  brief  to  be  filed  in  the  Minnesota  rate  case  and 
embody  in  that  brief  all  the  arguments  that  might  be  presented 
by  this  resolution  or  by  any  other  character  of  action  we  might  take. 
I  think  that  would  be  the  sensible  method  of  going  about  the  matter. 
I  want,  therefore,  to  make  the  motion  that  five  members  of  this 
association  be  appointed  by  the  president  to  draft  a  brief  to  be  filed 
in  the  Minnesota  rate  case. 

Mr.  RICHARDS,  of  South  Carolina.  I  would  like  to  say  just  a  word 
or  two  in  addition  to  what  I  have  already  said.  I  indorse  every 
word  that  has  been  said  by  the  distinguished  gentleman  from  Georgia. 
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Nothing  was  further  from  my  purpose  than  to  utter  one  word  that 
could  be  or  would  be  construed  by  the  members  of  this  associa- 
tion or  anyone  else  as  a  reflection  upon  the  Supreme  Court  of  the 
United  States.  I  submit  that  it  is  a  strained  construction  that  the 
gentleman  from  Oklahoma  puts  upon  the  language.  I  defy  him, 
or  anyone  else,  in  reading  that  resolution,  to  show  one  word  of 
reflection  upon  anyone.  To  say  that  we.  the  representatives  of  the 
great  States  from  which  we  hail,  into  whose  hands  the  responsibility 
is  given  of  regulating  rates,  in  convention  assembled  can  not  say  by 
simple  resolution  that  we  agree  with  the  distinguished  governors 
who  have  recently  met,  in  calling  upon  the  Supreme  Court  of  the 
United  States  to  determine  this  much-mooted  question,  is  an  insult, 
is  not  my  own  conception  of  the  construction  of  our  Government. 

An  appeal  from  one  court  to  another  an  insult!  Why,  we  are 
invited  to  appeal — from  our  magistrate  to  our  circuit  court,  from 
our  circuit  court  to  the  Circuit  Court  of  the  United  States,  and  from 
there  to  the  greatest  tribunal,  as  the  gentleman  from  Georgia-  has 
said,  upon  the  face  of  the  earth — the  Supreme  Court  of  the  United 
States.  I  submit  that  I  would  be  among  the  last  members  of 
this  association  to  utter  one  word  reflecting  upon  the  Supreme  Court 
of  the  United  States  or  upon  any  of  our  courts.  Has  not  every  one 
of  us  heard  of  mistakes  made  by  circuit  court  judges?  Have  any 
of  our  circuit  court  judges  ever  been  reversed  by  the  Supreme  Court 
of  the  United  States?  Are  we,  as  American  citizens,  for  fear  that  we 
may  stamp  upon  the  toes — to  use  that  common,  homely  expression — 
of  some  high  dignitary,  not  to  be  permitted  to  appeal  to  the  court  of 
last  resort?  I  submit,  gentlemen,  that  this  is  one  of  the  most  vital 
questions  the  Association  of  Railroad  Commissioners  could  possibly 
have  before  it.  The  very  existence,  the  very  life  of  the  railroad 
commissions  of  the  various  States  is  involved  in  this  petition.  Every 
governor  in  that  convention,  including  the  governor  of  South  Caro- 
lina, voted  for  a  similar  resolution  or  for  similar  action.  That  is  the 
record. 

Are  those  gentlemen  to  be  charged  with  undertaking  to  reflect 
upon  the  courts  of  the  United  States  simply  because  they  have  a  vital 
interest  that  they  call  upon  the  court  to  pass  on?  As  the  gentleman 
from  Georgia  has  well  and  forcibly  said,  the  biggest  attorneys  in 
America  arc  called  upon  to  represent  these  railroads  before  the  Su- 
preme Court.  Can  not  the  State  employ  as  able  attorneys  as  it  is 
possible  for  them  to  secure  to  represent  their  interests  before  this 
court  ?  Can  not  the  railroad  commissioners  in  convention  assembled 
say  that  they  sympathize  heartily  with  the  action  of  the  governors  in 
taking  this  matter  up  to  our  highest  tribunal  for  proper  adjudica- 
tion? That  is  the  closing  sentence  of  the  resolution — proper  adjudi- 
cation. 
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I  submit  that  nothing  was  further  from  me  than  to  cast  a  re- 
flection upon  anyone,  but  my  desire  was  simply  to  declare  to  the 
country  that  we,  too,  were  in  sympathy  with  the  movement,  and 
to  see  that  prior  to  the  decision  of  the  Supreme  Court  this  matter  has 
been  properly  presented  to  it. 

Mr.  BERRY,  of  Illinois.  We  have  announced  on  page  4  of  the  report 
of  the  committee  on  legislation  a  great  principle,  and  all  of  us  have 
voted  for  it.  It  is  as  strong  as  I  want  to  vote  for,  but  I  voted  for  it. 
Now,  it  seems  to  me  if  we  are  going  to  do  anything,  let  us  do  it  like 
a  lot  of  lawyers  would  if  they  had  a  lot  of  private  clients.  Our  re- 
port on  page  4,  in  the  principles  there  enunciated,  states  very  clearly 
that  the  States  are  interested  in  the  proposition  now  before  the 
Supreme  Court  in  the  Minnesota  rate  case.  If  a  private  client  would 
come  to  any  of  our  attorneys  along  these  lines,  saying  that  condi- 
tions had  arisen  where  he  had  become  very  much  interested  in  the 
general  result  of  an  important  lawsuit,  he  would  employ  us,  and  we 
would  say  to  the  client,  "  The  proper  thing  to  do  is  to  go  in  and  get 
leave  to  interpleacl  and  file  our  brief  in  the  case." 

I  think  we  have  made  a  strong  enough  statement  on  page  4  to 
justify  the  railroad  commissioners  of  the  United  States  in  taking  that 
position.  I  do  not  think  the  Supreme  Court  could  find  any  fault,  but 
I  do  not  believe  it  is  wise  for  us  to  resolute  against  something  being 
done  when  as  lawyers  we  would  do  something  else.  I  am  heartily 
in  favor  of  the  motion  made  by  the  gentleman  from  Oklahoma,  if  we 
do  anj^thing.  I  am  not  quite  sure  about  doing  anything,  but  if  we 
do  it,  let  us  do  it  like  a  lot  of  lawyers  would — appoint  a  committee 
and  ask  leave  to  interpleacl  and  then  file  our  brief,  on  the  theory  we 
are  interested  in  the  case  and  should  be  made  defendants  before  they 
pass  on  us.  That  is  the  way  it  strikes  me.  Every  State  is  inter- 
ested not  only  in  the  question,  as  said  by  the  gentleman  from  South 
Carolina,  that  it  reads  out  our  job — that  is  a  minor  proposition 
[laughter] — but  we  are  interested  because  of  the  great  principles  in- 
volved for  which  we  stand  and  for  which  our  States  stand. 

Therefore  I  think  that,  having  adopted  this  report  of  the  com- 
mittee on  legislation,  this  body  could  with  great  propriety  appoint 
a  committee  to  ask  leave,  in  a  proper  way,  to  file  a  brief  in  the  case, 
setting  up  our  ideas  about  the  whole  matter;  in  other  words,  pre- 
senting our  views  to  the  Supreme  Court  of  the  United  States.  It 
seems  to  rne  that  is  the  way  to  do  it,  and  the  dignified  way  to  do  it. 
Let  us  either  go  into  court  over  our  record  as  a  commission  and  as  an 
association  or  let  us  keep  our  hands  off  it  entirely. 

Mr.  BENTON,  of  New  Hampshire.  I  merely  desire  to  suggest 
that  this  question  is  before  this  Association  of  Railroad  Commis- 
sioners, and  the  action  which  we  take  is  going  out  to  the  people 
of  this  country  as  indicative"  of  the  disposition  of  this  association 
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upon  the  great  question  which  is  before  the  United  State-  Supremo 
Court  in  the  case  to  which  we  are  referi-mir.  There  i^  not.  <o  far  a< 
I  have  discovered  since  I  came  to  this  convention,  the  slightest  dif- 
ference of  opinion  among  the  members  of  the  various  commissions 
with  regard  to  the  question  involved  in  thai  case  and  with  regard  to 
its  effect  upon  the  interests  of  the  several  States  which  the  various 
commissions  are  constituted  to  protect.  There  is  not.  I  believe,  anv 
difference  of  opinion.  Some  remarks  that  have  been  made  might, 
perhaps,  indicate  it.  but  I  think  there  is  no  general  difference  of 
opinion  on  the  part  of  the  members  of  this  convention  as  to  the  abso- 
lute propriety  of  the  action  of  the  house  of  governors  in  appointing 
a  committee,  as  they  did,  to  appear  before  the  Supreme  Court  of  the 
United  States,  as  they  will  appear,  to  see  that  the  rights  of  the  Si- 
and  the  effect  which  the  ultimate  decision  of  that  case  will  have  upon 
the  interests  of  the  several  States  are  wholly  presented  to  that 
tribunal. 

I  suggest  it  will  be  most  unfortunate  if  the  action  of  this  associa- 
tion upon  the  matter  that  is  now  before  it  should  be  such  that  word 
should  go  out  to  the  people  of  this  country  that  this  association,  by 
a  vote  passed  by  it  after  full  discussion,  had  in  effect  reproved  the 
house  of  governors  for  the  action  which  was  taken;  and  for  that 
reason  I  suggest  that  either  the  resolution  which  was  offered  origi- 
nally or  the  resolution  which  wTas  offered  as  a  substitute  by  the  gen- 
tleman from  Oklahoma,  but  which  has  not  been  seconded,  or  some 
other  resolution  should  be  passed.  I  care  not  what  the  resolution 
is,  provided  it  is  couched  in  respectful  language  which  can  not  be 
construed  as  a  reflection  upon  the  Supreme  Court  of  the  United 
States  or  any  intimation  as  to  what  the  judgment  of  that  tribunal 
ought  to  be;  but  I  do  maintain  that  some  resolution  which  can  not 
possibly  be  construed  into  a  reflection  upon  the  action  of  the  gov- 
ernors of  the  States  of  this  Union  shall  be  taken  by  this  association. 

I  arose  with  the  purpose  of  submitting  a  substitute  resolution 
which  may  possibly  be  acceptable  to  the  gentleman  from  South  Caro- 
lina, and  which  may  possibly  be  so  phrased  that  it  can  not  be  con- 
strued even  by  the  most  sensitive  as  reflecting  upon  the  Supreme 
Court  or  intimating  what  the  final  judgment  of  that  tribunal  should 
be.  I  offer  this  resolution  without  any  extreme  desire  that  this  par- 
ticular resolution  shall  be  adopted,  because,  as  I  have  said.  T  have  no 
particular  preference  for  this,  but  with  the  desire  of  putting  in  con- 
crete form  before  the  convention  a  resolution  which  shall,  as  I 
think,  properly  voice  the  prevailing  disposition  of  this  convention.  I 
offer  as  a  substitute  the  following: 

Itr.wlrctl.  That  Iliis  convention,  recognizing  the  extreme  importance  lo  Ihe 
people  of  the  Nation  of  the  preservation  of  the  full  constitutional  powers  of 
the  several  States  in  the  regulation  of  railroad  rates  wholly  within  their  her- 
ders, and  having  ahsolnte  confidence  in  the  wisdom  of  the  ultimate  judgment 


PROCKKIUNCS    OF    THE    CON  V  K  NT  [ON.  169 

of  the  Supremo  Court  of  the  T'niied  St. -lies  in  .-my  case  which  is  fully  presented 
10  that  trilnuuil.  :ip]iroves  of  the  action  of  the  house  of  governors  in  the  ap- 
pointment of  a  committee  to  file  a  brief  in  the  Minnesota  rate  case,  so  called, 
to  the  end  that  the  case,  so  far  as  it  affects  the  several  States,  may  be  fully 
presented  to  the  Supreme  Court  of  the  United  States. 

Mr.  RICHARDS,  of  South  Carolina.  My  purpose  in  introducing  the 
resolution  was  to  have  some  favorable  action  taken  by  the  Associa- 
tion of  Railroad  Commissioners.  I  am  in  no  way  tied  to  this  par- 
ticular resolution  or  the  particular  resolution  which  I  introduced.  I 
am  perfectly  willing  to  accept  the  resolution  of  the  gentleman  from 
New  Hampshire,  if  preferable  to  this  body.  I  only  wish  and  desire, 
as  I  said  a  moment  ago,  that  we  go  upon  record  and  that  the  Amer- 
ican people  may  know  that  we,  too,  are  alive  to  the  seriousness  of  the 
situation  and  that  our  sympathy  is  extended  to  those  gentlemen  wrho 
are  leading  in  the  fight. 

Mr.  PATTON,  of  Oklahoma.  I  want  to  ask  the  gentleman  from  New 
Hampshire  if  his  resolution  contemplates  the  appointment  of  a  com- 
mittee of  five  members  of  this  association  for  the  purpose  of  present- 
ing a  brief  to  the  United  States  Supreme  Court  ? 

Mr.  BENTON,  of  New  Hampshire.  That  provision  is  not  included 
in  my  resolution,  but  it  can  be  easily  added  by  amendment,  and.  if 
offered,  I  will  be  glad  to  accept  it. 

Mr.  PATTON.  of  Oklahoma.  Will  you  accept  that  amendment? 

Mr.  BENTON,  of  New  Hampshire.  I  will. 

Mr.  PATTON,  of  Oklahoma.  Then  I  am  willing  to  accept  the  sub- 
stitute. 

Mr.  RICHARDS,  of  South  Carolina.  I  accepted  the  resolution,  but 

not  as  carrying  the  appointment  of  a  committee  of  five  attorneys. 
It  is  presumed  the  congress  of  governors  have  ample  and  sufficient 
counsel  to  represent  the  States  in  the -case,  and  I  do  not  see  any 
necessity  for  hiring  five  additional  attorneys  in  this  matter.  I  am 
opposed  to  that  feature  of  the  resolution. 

Mr.  PATTON,  of  Oklahoma.  I  think  the  gentleman  from  South 
Carolina  misconstrues  my  original  motion.  My  idea  was  in  the 
beginning  that  'a  resolution  which  we  might  adopt  here  would 
have  no  judicial  consideration  by  the  Supreme  Court,  and  any  ideas 
we  might  entertain  could  only  be  presented  by  a  brief.  My  motion 
did  not  contemplate  the  hiring  of  additional  lawyers  or  anything  of 
that  kind.  I  think  we  have  among  the  members  of  this  association 
rate  lawyers  or  railroad  lawyers  as  eminent  as  can  be  found  any 
place  in  the  country,  and  the  respective  States  from  which  they  are 
named  I  am  sure  would  pay  all  expenses  of  the  members  of  the  com- 
mittee that  might  be  named  under  this  resolution  of  the  gentleman 
from  New  Hampshire.  I  am  sure  our  Mr.  Henshaw  would  be  glad 
to  serve  on  that  committee  from  Oklahoma,  and  he  is  one  of  the  very 
best  rate  lawyers  in  the  country;  and  I  am  willing  to  pledge  Okla- 
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homa  for  the  payment  of  all  expenses  that  might  be  incurred  on  that 
account  in  his  employment  or  appointment  as  a  member  of  that 
committee. 

Mr.  BENTON,  of  New  Hampshire.  Of  course  I  recognize  I  have  no 
control  over  the  resolution  which  is  accepted  by  the  gentleman  from 
South  Carolina,  he  having  accepted  it  as  a  substitute  for  his  resolu- 
tion, and  I  presume  the  gentleman  from  Oklahoma  can.  if  he  so  de- 
sires, amend  the  resolution  by  offering  an  amendment  providing  for 
the  appointment  of  the  committee,  and  that  feature  can  be  determined 
by  vote  of  the  convention. 

Mr.  GOTHLIN,  of  Ohio.  It  strikes  me  "that  the  gentleman  from  Ok- 
lahoma has  entirely  mistaken  the  intention  and  misunderstood  the 
scope  of  the  resolution.  If  I  understand  it,  it  is  merely  to  indorse 
the  action  of  the  house  of  governors.  If  he  wishes,  in  the  form  of  an 
independent  proposition,  to  offer  his  idea  that  this  association  ap- 
point a  committee  to  intervene  and  present  briefs,  that  is  a  separate 
and  distinct  proposition  altogether  that  can  be  acted  on  separately. 
Let  us  take  one  thing  at  a  time.  There  is  just  one  idea  in  this  substi- 
tute resolution  offered  by  the  gentleman  from  New  Hampshire,  and 
that  is  merely  that  this  association  extend  to  the  governors  its  ap- 
proval of  the  action  of  the  governors. 

Mr.  PATTON,  of  Oklahoma.  I  will  withdraw  my  motion  and  will 
present  a  separate  motion  when  this  original  motion  is  disposed  of. 

Mr.  HUDSON,  of  Florida.  When  I  arose  a  few  minutes  ago  and 
failed  to  receive  recognition  it  was  to  take  a  position  which  is 
scarcely  necessary  now,  because  the  matter  has  been  practically  settled. 

It  does  seem  to  me  that  the  original  motion  is  inadvisable.  We 
ought  to  proceed,  as  suggested  by  the  gentleman  from  Oklahoma, 
and  the  gentleman  from  Illinois,  as  lawyers  would  proceed.  It  is 
common  enough  in  the  reports  of  the  Supreme  Court,  in  their  official 
published  reports,  to  find  that  Mr.  Smith  and  Mr.  Jones  appeared 
for  the  appellants,  and  some  one  else  for  the  appellee,  and  Mr.  Brown 
as  amicus  curise.  I  think  the  proper  way  to  proceed  here  is  to  adopt 
exactly  the  language  the  lawyers  would  adopt  and  that  the  court 
would  expect  the  lawyers  to  adopt.  If  the  house  of  governors  had 
simply  directed  that  committee  to  appear  as  amici  curia?,  there  prob- 
ably would  have  been  no  criticism  and  no  disposition  upon  the  part 
of  the  court  to  feel  that  any  affront  was  intended.  That,  as  I  under- 
stand it,  is  practically  the  effect  of  the  resolution  now  offered  by  the 
gentleman  from  New  Hampshire,  that  it  is  perfectly  proper  to  ap- 
pear in  that  capacity,  and  if  so.  to  indorse  such  an  appearance,  and 
I  simply  wish  to  express  the  opinion  now.  There  is  a  decorum  of 
court  and  a  decorum  of  church  and  a  decorum  of  the  parlor.  If  I  go 
into  a  court  room  I  am  expected  to  express  my  views  in  open  court  to 
the  court,  and  if  I  go  outside  to  express  my  views  to  the  judge  as  to 
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how  he  ought  to  decide  a  case,  I  am  laying  myself  liable  even  to  con- 
tempt of  court.  On  the  other  hand,  if  I  go  into  a  church  and  rise  to 
express  my  views,  I  may  not  only  find  the  proceeding  questioned,  but 
may  arouse  the  indignation  of  the  congregation.  We  ought  to  proceed 
as  correctly  as  possible.  If  we  undertake  to  act  by  resolution  about 
a  thing  of  this  sort,  it  may  possibly  be  construed  as  an  affront  to  the 
court.  On  the  other  hand,  if  we  proceed  in  an  orderly  manner  and 
indorse  the  appointment  of  the  committee,  we  are  within  our  rights 
and  are  proceeding  along  ordinary  lines. 

Mr.  RICHARDS,  of  South  Carolina.  Does  not  the  resolution  which 
I  offer  propose  to  undertake  just  exactly  what  you  outline  should  be 
done  ?  Do  you  not  know  it  to  be  a  fact  that  the  action  proposed  by 
the  governors  proposes  this  identical  procedure,  this  proper  pro- 
cedure, this  only  acceptable  procedure  that  you  state  should  be  fol- 
lowed? The  resolution  offered  simply  says  we  are  in  sympathy  with 
the  fight  those  gentlemen  are  making;  that  we  are  in  sympathy  with 
the  way  they  go  after  this  matter;  that  wTe  are  in  sympathy  with 
them  because  they  have  taken  the  proper  procedure  and  are  taking  the 
proper  method  of  having  the  Supreme  Court  of  the  United  States 
pass  upon  this  question  as  it  should  be  passed  upon.  That  is  all  my 
resolution  does,  just  exactly  what  you  argue. 

Mr.  HUDSON,  of  Florida.  I  fully  appreciate  the  position  of  the  gen- 
tleman that  that  is  what  he  intends;  but  if  the  gentleman  wants  my 
frank  opinion  I  do  not  like  the  language  of  his  resolution.  I  think 
the  language  of  the  resolution  does  not  express  appropriately  what 
the  gentleman  intends.  Sometimes  we  use  language  that  is  not  un- 
derstood by  others  as  we  intend  it,  and  I  suspect  that  is  possibly  the 
case  in  this  instance.  At  any  rate,  I  do  not  construe  the  language 
used  in  that  resolution  as  the  gentlemen  seems  to  intend  it  shall  be 
construed. 

Mr.  SULLIVAN,  of  Ohio.  We  can  settle  this  thing  without  crossing 
this  fellow  or  that  fellow.  I  want  to  second  the  motion  of  my  friend 
from  New  Hampshire.  In  my  opinion  there  is  no  harm  in  backing 
up  the  action  of  our  governors.  This  can  be  settled  in  30  seconds  if 
we  will  vote  on  it.  I  am  not  ashamed  to  back  my  governor  up — not 
a  bit.  He  was  in  this,  and  I  think  he  is  thoroughly  competent  to  be 
a  judge  as  to  what  should  go  in  it.  I  am  here  ready  to  back  him  up, 
and  I  want  to  second  the  motion  as  a  separate  and  distinct  thing,  and 
let  us  vote  on  that  one  way  or  the  other. 

President  BURR.  As  a  substitute  for  the  resolution  offered  by  the 
gentleman  from  South  Carolina,  the  gentleman  from  New  Hampshire 
has  proposed  a  resolution  which  has  been  accepted  by  the  gentleman 
from  South  Carolina.  The  adoption  of  the  proposed  substitute  is 
the  question  upon  which  we  are  now  to  vote. 
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Mr.  STI  TS.MAN.  of  South  Dakota.  May  we  have  tin-  resolution  read 
again  ( 

Mr.  BKXTOX.  of  New  Hampshire.  I  will  read  tin-  resolution  again, 
so  all  may  understand  it : 

Ifr.^ilrcil,  That  tliis  convention.  nvM-iii/iii^  the  extreme  iiiipnrtanre  to  the 
people  of  the  Nation  of  the  preservation  of  the  full  constitutional  powers  of 
the  several  States  in  the  regulation  of  railroad  rates  wholly  within  their  bor- 
ders and  having  absolute  confidence  in  the  wisdom  of  the  ultimate  judgment 
of  the  Supreme  Court  of  the  United  States  in  any  case  which  is  fully  presented 
to  that  tribunal,  approves  of  the  action  of  the  house  of  pivernors  in  the  appoint- 
ment of  a  committee  to  file  a  brief  in  the  Minnesota  rate  case,  so  called,  to  the 
end  that  the  case,  so  far  as  it  affects  the  several  States,  may  be  fully  presented 
to  the  Supreme  Court. 

Mr.  HERIXG,  of  Maryland.  There  is  one  question  I  would  like  to 
ask  something  about.  This  is  a  substitute  for  the  resolution  of  the 
gentleman  from  South  Carolina,  and.  L  understand,  is  accepted  by 
him.  If  this  substitute  is  rejected,  does  that  end  the  matter? 

The  PRESIDENT.  The  whole  question  falls  then.  This  takes  the 
place  of  the  original  resolution. 

Mr.  HERING,  of  Maryland.  That  is  my  impression,  but  I  wanted 
to  be  entirely  clear  about  that,  as  to  whether  that  was  correct. 
Ordinarily  when  a  substitute  is  offered  and  not  accepted  by  the 
original  mover,  if  the  substitute  fails,  the  original  proposition  comes 
before  the  body;  but  in  this  case  I  understand  the  gentleman  from 
South  Carolina  to  have  accepted  the  substitute,  and.  therefore,  that 
removes  his  resolution,  and  if  this  substitute  fails,  that  -el ties  the 
whole  subject. 

Mr.  PRENTIS,  of  Virginia.  May  I  suggest,  so  as  to  get  the  record 
accurate,  instead  of  saying  "the  Minnesota  rate  case,  so  called."  that 
the  language  be  '"  the  cases  involving  incrastate  rates."  There  are 
four  or  five  of  those  cases,  and  they  are  to  be  consolidated  and  are  to 
be  heard  together,  and  if  you  will  just  say  "  the  cases  involving  in- 
trastate  rates,"  instead  of  "  the  Minnesota  rate  case,  so  called,"  I 
think  the  resolution  will  be  in  a  little  better  form. 

Mr.  BEXTOX,  of  New  Hampshire.  I  accept  that  change  in  the 
wording  of  the  resolution. 

Mr.  RICHARDS,  of  South  Carolina.  That  is  perfectly  agreeable 
to  me. 

The  motion  to  adopt  the  substitute  as  amended  was  carried. 

PABTIAL   REPORT   OF   EXECUTIVE   COMMITTEE. 

Mr.  GOTTILIX.  of  Ohio.  May  I  introduce  a  resolution  or  two  offered 
by  the  executive  committee? 

As  the  members  of  the  association  will  recall,  the  president's  ad- 
dress was  referred  to  the  executive  committee  to  embody  and  pre-em 
to  this  association  proper  resolutions.  As  to  several  of  those  recom- 
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ineiidatioiis  wo  arc  not  yet  prepared.  I  have,  however,  two  to  offer, 
whirl)  we  have  prepared,  and  these  resolutions  embody  recommenda- 
lions  of  the  president,  and  are  as  follows: 

Ifi'xolri'il.  That  (lie  commiitee  designated  as  "the  committee  on  classification 
of  operating  and  construction  expenses  of  steam  railways"  he  abolished  and 
the  work  of  that  committee  he  assigned  to  I  lie  committee  on  statistics  and 
accounts. 

Itcsolvcd,  That  the  committee  designated  as  "the  committee  on  classification 
of  operating  and  construction  expenses  of  electric  railways"  be  abolished  and 
the  duties  of  that  committee  be  assigned  to  the  committee  on  accounts  and 
statistics  of  electric  railways. 

I  move  the  adoption  of  those  resolutions. 

The  motion  was  carried. 

The  PRESIDENT.  The  next  committee  report  in  order  is  the  report 
of  the  committee  on  statistics  and  accounts,  of  which  Mr.  Commis- 
sioner Meyer,  of  the  Interstate  Commerce  Commission,  is  chairman. 

Mr.  YAPP,  of  Minnesota.  T  have  been  requested  by  Mr.  Meyer  to 
present  this  report. 

REPORT  OF  THE  COMMITTEE  ON  STATISTICS  AND  ACCOUNTS. 

This  committee  begs  to  submit  the  following  report : 

ASSIGNMENT  OF  REVENUES  AND  EXPENSES  BY  STATE  LINES. 

Concerning  this  subject  the  committee  has  adopted  the  resolution 
agreed  to  by  the  old  committee  on  April  29,  1911.  which  reads  as 
follows : 

Whereas  the  joint  committee  composed  of  the  standing  committee  on  railroad 
statistics  (of  the  National  Association  of  Railway  Commissioners)  and  a  sub- 
committee of  the  committee  on  corporate,  fiscal,  and  general  accounts  (of  the 
Association  of  American  Railway  Accounting  Officers)  have  on  several  occa- 
sions in  joint  conference  discussed  the  formulation  of  rules  for  the  assignment 
of  revenues  and  expenses  by  State  lines;  and 

Whereas  as  the  result  of  these  discussions  the  joint  committee  is  unanimously 
of  the  opinion  that  in  view  of  the  great  variety  of  practices  on  the  part  of  the 
carriers  and  of  local  conditions  it  is  not  possible  at  this  time  to  arrive  at  a 
satisfactory  set  of  rules  for  the  purpose  named :  Be  it 

Resolved  by  the  joint  committee,  That  it  is  not  feasible  at  this  time  to  attempt 
the  formulation  of  such  rules,  and  that  each  association  for  whom  the  respective 
committees  stand  be  requested  to  report  this  conclusion,  accompanying  the  re- 
spective reports  with  such  explanatory  statements  as  will  make  clear  the  basis 
of  the  conclusions  reached,  but  at  the  same  time  expressing  their  willingness 
to  take  up  the  question  at  some  future  time,  if  so  requested  by  their  respective 
associations. 

The  committee  expects  by  vigorous  action  to  be  able  to  submit  to 
the  convention  of  1912  a  report  of  progress  that  will,  if  possible, 
embody  a  proposed  plan  relating  to  the  division  of  operating  earn- 
ings and  expenses  by  State  lines. 
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.  ANNUAL   REPORT   FORMS   FOR  EXPRESS   COMPANIES   FOR   STATE   USE. 

The  committee  has  had  before  it  the  resolution  passed  by  the  Na- 
tional Association  of  Railway  Commissioners  at  its  twentieth  annual 
convention,  which  requests  it  to  prepare  and  submit  to  the  next  con- 
vention a  uniform  report  blank  to  be  used  by  express  companies  in 
making  their  annual  reports  to  State  railway  commissions  and  to 
investigate  and  report  the  best  methods  for  dividing  the  earnings 
and  expenses  of  express  companies  by  State  lines.  It  has  not  been 
possible,  however,  for  the  present  committee  to  give  the  detailed 
attention  to  this  question  that  its  importance  demands,  but  it  ex- 
pects to  do  so  during  the  coming  year,  and  hopes  to  submit  at  the 
next  convention  a  report  showing  progress.  It  is  the  opinion  of 
the  members  of  the  committee  that  much  more  information  must  be 
gathered,  with  a  great  deal  of  additional  experience  with  the  ac- 
counts and  reports  of  express  companies,  before  it  can  be  in  a  posi- 
tion to  prescribe  a  formal  report  which  will  be  equally  acceptable 
to  the  States  and  to  the  Federal  Government.  The  difficulty  encoun- 
tered pertains  to  the  rules  for  assigning  revenues  and  expenses  by 
State  lines,  and  it  is  respecting  this  feature  of  the  uniform  report 
that  your  committee  asks  further  time.  Questions  involved  in  this 
assignment  are  now  under  discussion  in  quite  a  number  of  cases  be- 
fore the  courts.  Many  of  the  State  commissions  are  engaged,  directly 
or  indirectly,  upon  the  business  of  the  express  companies.  This  being 
the  case,  it  seems  the  part  of  wisdom  not  to  move  too  hastily  in  this 
matter,  but  to  defer  final  action  until  the  peculiar  character  of  the 
express  service  and  the  peculiar  relation  of  express  companies  to 
other  transportation  agencies  are  made  entirely  clear. 

ANNUAL   REPORT  FORMS   FOR   STEAM   ROADS   FOR  STATE  USE. 

It  is  recommended  that  the  present  blank  reports  for  steam  roads 
for  State  use  be  amended  by  inserting,  in  addition  to  page  45,  an 
extra  page,  so  as  to  give  the  operating  earnings  of  the  whole  lines  in 
detail. 

CLASSIFICATION   OF   CLAIMS. 

The  matter  of  the  classification  by  commodities  and  by  causes  of 
the  amounts  paid  by  carriers  for  claims  for  loss  and  damage  to  freight 
has  been  the  subject  of  conference  between  committees  of  the  Freight 
Claim  Association  and  the  Association  of  American  Railway  Ac- 
counting Officers  on  the  one  hand,  and  Prof.  Henry  C.  Adams,  repre- 
senting the  Interstate  Commerce  Commission,  on  the  other,  and  while 
progress  has  been  made  no  conclusions  have  yet  been  reached. 

It  is  recommended  that  the  Interstate  Commerce  Commission, 
through  its  representative,  continue  the  conferences  with  the  carriers' 
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representatives  and  endeavor  to  perfect  a  classification  of  claim  pay- 
ments, and  that  such  classification  be  prescribed  by  said  commission 
and  the  State  railway  commissions  for  the  government  of  carriers  in 
keeping  their  accounts  and  in  rendering  their  statistical  reports  in 
both  annual  arid  monthly  form. 

ANNUAL    PRELIMINARY    ABSTRACT    OF    REPORTS    RENDERED    BY    PRINCIPAL 
OPERATING  STEAM  RAILWAY  COMPANIES. 

Your  committee  has  learned  that  the  Interstate  Commerce  Com- 
mission has  decided  to  publish  annually  a  preliminary  abstract  of 
the  reports  rendered  by  the  principal  operating  steam  railway  com- 
panies. It  is  proposed  to  confine  this  abstract  to  companies  whose 
gross  operating  revenues  for  the  year  were  in  excess  of  $10,000,000, 
and  the  commission  expects  to  have  the  abstract  in  printed  form 
ready  for  distribution  early  in  December  of  each  year.  It  is  expected 
that  the  first  abstract  will  be  issued  in  December,  1911.  This  com- 
mittee has  always  appreciated  the  necessity  of  having  a  publication 
of  this  nature,  and  it  is  gratified  to  know  that  the  Interstate  Com- 
merce Commission  has  taken  definite  action  in  the  matter. 

TELEPHONE  AND  TELEGRAPH  COMPANIES. 

The  last  convention  adopted  the  resolution  of  the  executive  com- 
mittee that  this  committee  should  give  attention  to  the  subject  of  the 
statistical  reports  made  by  telephone  and  telegraph  companies.  This 
matter  has  been  taken  up  by  the  Interstate  Commerce  Commission, 
which  has  in  course  of  preparation  a  uniform  system  of  accounts  for 
telephone  and  telegraph  companies,  and  it  is  hoped  to  have  this  sys- 
tem in  such  shape  as  to  enable  its  promulgation  to  be  effective  on 
January  1,  1912.  In  the  meantime  it  is  proposed  to  obtain,  as  a 
special  report,  the  statistics  of  these  companies  for  the  year  ending 
December  31,  1911,  based  upon  the  accounts  of  the  companies  as  they 
have  been  kept  under  the  systems  in  use  by  the  several  companies. 
It  is  proposed  to  require  from  these  companies  at  the  close  of  the 
calendar  year  1912  the  first  annual  report  upon  the  basis  of  the 
uniform  classifications  of  accounts. 

B.  H.  MEYER,  Chairman, 
M.  K.  MALTBIE,  New  York, 

C.  A.  RADCLIFFE,  Ohio, 
THOS.  YAPP,  Minnesota, 
C.  I.  STURGIS, 

Of  the  Association  of  American 

Railway  Accounting  Officers. 

Mr.  YAPP,  of  Minnesota.  Mr.  President,  as  a  member  of  this  com- 
mittee I  should  like  to  say  we  have  been  a  little  handicapped  this  last 
year  by  the  fact  of  really  having  two  chairmen  and  two  committees.. 
17260—11 12 
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The  first  committee  met  under  Prof.  Adams  in  February,  1911,  which 
was  followed  by  the  resignation  of  Prof.  Adams  from  the  statistical 
department  of  the  Interstate  Commerce  Commission,  and  he  was 
succeeded  by  a  new  chairman,  Prof.  Meyer,  Interstate  Commerce 
Commissioner,  together  with  an  entirely  new  committee,  and  this 
committee  only  met  a  few  weeks  ago,  but  we  hope  to  present  at  the 
next  convention  something  substantial  to  work  upon. 

I  would  like  to  say  another  word  or  two  with  reference  to  the 
annual  reports.  A  few  weeks  ago  I  had  occasion  to  look  over  the 
State  reports  and  the  interstate  reports,  and  I  have  come  to  the  con- 
clusion that  the  interstate  report  could  be  so  modified  and  extended 
by  changing  a  few  pages  as  to  make  it  both  an  interstate  report  and 
a  State  report.  The  advantages  that  would  be  derived  from  that 
would  be  that  it  would  be  the  means  of  giving  to  the  Interstate  Com- 
merce Commission  all  the  details  of  the  business,  and  would  be  giving 
the  State  all  details  of  the  interstate  business. 

The  second  point  would  be  that  it  would  do  away  with  probably 
printing  over  2,000  copies  of  the  State  reports.  Last  year  there  were 
33  States  which  used  these  reports,  which  necessitated  printing  over 
4,000  copies.  This  could  be  cut  in  two  if  that  could  be  accomplished. 

The  third  point  would  be  that  it  would  relieve  the  railroad  com- 
panies from  writing  up  over  2,000  of  these  State  reports.  It  would 
facilitate  matters  for  all  of  us  if  this  can  be  accomplished,  and  it 
seems  to  me  this  is  a  good  time  to  call  the  matter  to  the  attention  of 
the  committee. 

The  PRESIDENT.  Is  it  the  intention,  in  preparing  these  forms,  to  do 
what  the  convention  requested  last  year  ?  That  is  to  say : 

Mr.  MONTGOMERY,  of  Georgia.  I  would  omit  that  recommendation  (referring 
to  Prof.  Adams's  report)  and  add  a  paragraph  to  the  effect  that  I  have  just 
stated — that  the  blanks  shall  show  the  same  analysis  of  interstate  and  intra- 
state  traffic;  omit  that  recommendation  of  the  committee  to  the  effect  that 
this  report  be  confined  to  State  traffic  as  distinct  from  interstate  traffic,  and  in- 
sert one  that  the  report  shall  contain  an  analysis  of  both  intra  and  inter 
state  traffic. 

Prof.  Adams  promised  to  amend  his  report  in  that  particular  and 
prepare  forms  for  the  future  along  that  line — that  is,  to  give  both 
the  interstate  business  and  the  intrastate  business  and  to  complete  the 
analysis  on  State  lines.  I  find  the  form  has  not  been  prepared  in  that 
way.  Is  it  the  purpose  of  your  committee  to  go  into  that  detail  so 
we  will  get  that  information? 

Mr.  YAPP,  of  Minnesota.  The  point  is  this:  The  old  form  which 
was  given  us  four  or  five  years  ago  was  not  found  adequate  to  meet 
the  State  needs.  The  committee  met  and  decided  to  make  certain 
changes  on  certain  pages  so  as  to  give  the  States  the  necessary  data. 
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That  has  been  done,  and  I  think  this  is  the  first  year  the  reports 
have  the  extra  pages  in.  The  railroads  have  already  appeared 
before  our  commission  and  asked  if  we  wanted  them  to  go  back  and 
work  up  12  months'  business  so  as  to  include  those  pages.  We  said 
no,  but  that  in  subsequent  years  we  shall  expect  all  that  information. 
Here  is  the  same  thing  again  in  the  report  which  I  have  just  read, 
calling  for  an  extra  addition  in  page  45,  so  as  to  give  us  all  the  in- 
formation so  far  as  the  interstate  end  of  it  is  concerned. 

The  PRESIDENT.  The  point  I  want  to  know  as  a  commissioner  is 
this:  I  want  the  railroad  company  to  report  to  my  commission  its 
entire  business.  I  want  the  interstate  business  and  I  want  the  imra- 
state  business  and  then  I  want  it  separated  by  State  lines,  and  then  I 
want  an  analysis  of  each,  and  I  want  to  know  if  you  go  to  that  extent. 

Mr.  YAPP,  of  Minnesota.  The  form  is  going  to  be  prepared  which 
shall  get  uniform  reports,  which  will  be  applicable  to  State  and  inter- 
state business;  but  it  does  not  go  so  far  as  to  separate  operating  ex- 
penses, freight  from  passenger,  or  the  intrastate  from  the  interstate 
business.  You  are  confusing  two  things,  Mr.  President,  I  believe.  The 
annual  reports  to  the  State  commissions  and  the  Interstate  Commerce 
Commission  are  one  thing  entirely,  and  it  is  to  get  those  amalgamated 
so  they  shall  contain  both  the  State  and  Interstate  data,  so  far  as  re- 
porting is  concerned ;  but  it  does  not  go  into  the  separation  of  the  op- 
erating expenses  between  freight  and  passenger,  or  between  interstate 
and  intrastate  expenses.  It  is  the  cost  accounting  that  you  are  think- 
ing of. 

Mr.  NILES,  of  New  Hampshire.  Before  we  act  on  the  report,  I 
should  like  to  get  a  little  clearer  idea  of  what  the  report  is  on  that 
point.  As  I  understand  it,  the  committee  does  not  discourage  the 
practice  of  separating  accounts  so  as  to  show  interstate  and  intra- 
state earnings  and  expenses,  but  simply  report  they  have  been  unable 
to  agree  on  any  uniform  basis  to  use  throughout  the  country  for 
that  purpose.  When  we  told  the  railroads  of  New  Hampshire  they 
had  to  do  that,  they  flashed  back  at  us  the  previous  report  of  this 
committee  as  disapproving  that  practice,  and,  as  I  read  that  report, 
it  simply  was  to  the  effect  that  they  were  still  unable  to  agree  upon 
any  uniform  method  of  accomplishing  it,  but  that  they  approve  the 
principle,  and  I  want  to  make  it  very  clear  that  this  report  is  of  the 
same  notion.  We  have  ordered  them  to  do  this,  and  it  is  in  force 
at  this  time  in  New  Hampshire. 

The  PRESIDENT.  It  seems  to  me  if  we  could  get  that  report  in 
print  and  have  it  before  us  to-morrow  it  would  be  a  good  thing.  It 
is  one  of  the  most  important  things  before  the  convention.  I  was 
disappointed  that  the  idea  discussed  last  year  was  not  carried  into 
effect  by  Prof.  Adams,  and  I  want  to  be  certain  now,  before  we  act 
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on  this  matter,  whether  the  idea  that  I  have  in  mind  is  carried  into 
this  report. 

Mr.  YAPP,  of  Minnesota.  What  I  have  called  your  attention  to  is 
the  desirability  to  make  one  report  do  instead  of  two.  which  should 
embody  all  the  data  and  serve  for  both  the  State  and  Interstate  Com- 
missions. 

The  PRESIDENT.  I  do  not  care  whether  we  have  one  report  or  tw<> 
reports,  but  the  report  we  do  get  I  want  to  contain  a  statement  of  the 
State's  interstate  and  intrastate  business,  and  I  want  an  analysis  each 
by  State  lines  and  a  separation  of  the  business,  so  we  will  know  what 
sort  of  bottom  it  is  standing  on.  I  am  speaking  of  both  classes  of 
business — the  earnings  and  the  expenses — and  I  am  speaking  also  of 
the  separation  of  the  classes  of  business;  that  is,  the  passenger  busi- 
ness and  the  freight  business,  and  that  as  to  both  State  and  interstate. 

Mr.  YAPP,  of  Minnesota.  I  want  to  state  that  some  four  years 
there  was  a  tentative  classification  of  operating  expenses  which 
presented  to  this  convention;  in  other  words,  getting  the  operating 
expenses  into  the  States.  To  correspond  to  that  we  have  been  unable 
at  the  present  time  to  agree  upon  what  basis  the  earnings  have  got 
to  be  divided,  the  mileage  prorate  not  being  considered  as  equitable 
basis  between  the  States,  for  the  reason  that  the  operating  expenses, 
most  of  which  at  the  present  time,  according  to  the  latest  account- 
ing, are  allocated  or,  in  other  words,  charged  up  to  each  State,  so  a 
mileage  prorate  of  earnings  would  not  be  a  fair  division.  Up  to 
this  time  we  have  been  unable  to  determine  what  is  the  proper  method 
of  division.  I  hope  by  this  time  next  year  to  come  forward  and  say 
what  the  committee  has  agreed  upon. 

Mr.  GOTHLJN,  of  Ohio.  I  move  this  report  be  made  a  special  order 
for  10  o'clock  to-morrow  morning  and  that  it  be  printed  and  dis- 
tributed in  the  meantime. 

The  motion  was  carried. 

FURTHER  PARTIAL  REPORT  OF  THE  EXECUTIVE  COMMITTEE. 

Mr.  DECKER,  of  New  York.  As  most  of  the  members  of  the  associa- 
tion here  present  know,  we  have  been  authorizing  Mr.  H.  B.  Meyers,  of 
Chicago,  to  print  a  book  containing  not  only  the  proceedings  of  the 
convention,  but  a  compilation  of  Federal  and  State  laws  and  such 
other  matter  as  constitutes  a  sort  of  souvenir  edition.  He  has  only 
been  able  heretofore  to  get  out  one  book.  For  the  past  two  years,  at 
least,  he  has  been  engaged  upon  another  book,  and  owing  to  consid- 
erations pertaining  to  his  health,  which  has  been  very  bad,  he  has 
been  unable  to  do  the  work.  He  finds  that  he  can  not  individually 
continue  in  that  work  and  has  made  a  tentative  arrangement  with 
the  Traffic  Service  Bureau  of  Chicago,  and  he  desires  that  the  resolu- 
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tion  which  we  have  been  passing  each  year  be  again  passed,  to  the 
following  effect : 

Whereas  the  National  Association  of  Railway  Commissioners,  heretofore  In 
convention  assembled,  authorized  Mr.  H.  B.  Meyers,  of  Chicago,  to  publish  the 
proceedings  of  this  association  with  a  compilation  of  both  Federal  and  State 
laws,  and  also  the  decisions  of  both  Federal  and  State  courts  rendered  in 
reference  to  the  public  supervision  of  common-carrier  corporations;  and 

\Vhcn>as,  by  virtue  of  the  authority  so  given,  the  said  H.  B.  Meyers  has 
assembled  the  data  and  published  in  a  single  volume  the  proceedings,  laws, 
and  decisions  aforesaid  in  most  convenient  form,  copies  of  which  have  been 
furnished  the  members  of  this  association,  and  was  found  to  be  a  good  work 
of  inestimable  value  to  the  members  of  this  association  and  all  concerned  in 
transportation  matters;  and 

Whereas  the  first  edition  of  said  publication  is  entirely  exhausted,  and  the 
Traffic  Service  Bureau,  publishers  of  the  Traffic  World  and  Traffic  Bulletin, 
have  become  associated  with  said  H.  B.  Meyers  in  the  work  of  preparing  and 
publishing  new  editions  of  said  publication  as  required  by  this  association : 
Therefore  be  it 

Resolved,  That  this  association  cordially  indorses  this  publication  and  au- 
thorizes the  said  Traffic  Service  Bureau,  in  conjunction  with  said  H.  B.  Meyers, 
to  continue  the  said  publication  by  another  edition  in  connection  with  the  con- 
vention, adding  thereto  new  laws  which  may  have  been  enacted  and  new  deci- 
sions which  may  have  been  made  by  both  Federal  and  State  courts  up  to  July  1, 
1911 :  Provided,  That  said  publication  is  made  without  cost  to  this  association 
or  any  of  its  members,  and  shall  be  delivered  free  to  each  member  of  this  asso- 
ciation by  February  1,  1912. 

That  is  the  resolution,  in  effect,  which  we  have  passed  each  year  for 
the  past  two  or  three  years.  I  move  the  adoption  of  the  resolution. 

The  motion  was  carried. 

Mr.  DECKER,  of  New  York.  Two  years  ago  Mr.  Meyers,  with 
commendable  ambition,  conceived  the  idea  that  a  monthly  publi- 
cation containing  the  rulings,  orders,  and  decisions  of  both  the  State 
and  Federal  railway  commissions,  and  also  the  decisions  of  both 
State  and  Federal  courts  rendered  in  reference  to  public  supervi- 
sion of  common  carriers,  would  be  a  highly  valuable  publication, 
and  it  was  indorsed  by  this  convention.  For  the  same  reasons  which 
actuated  Mr.  Meyers  in  associating  himself  with  the  Traffic  Serv- 
ice Bureau  in  relation  to  the  so-called  souvenir  book,  he  now  de- 
sires to  have  the  aid  of  the  Traffic  Service  Bureau  in  really  bringing 
out  that  publication— a  monthly  publication  containing  all  of  the 
rulings  and  decisions  of  the  Federal  commission  and  of  the  State 
commissions,  and  to  put  a  price  of  at  least  $3  per  annum  upon  that 
monthly  publication.  Two  years  ago  this  was  indorsed  by  this  asso- 
ciation. Its  value,  of  course,  need  not  be  further  discussed.  The  ex- 
ecutive committee  has  prepared  the  following  resolution : 

Whereas  H.  B.  Meyers,  of  Chicago,  has  heretofore  asked  leave  of  the  National 
Association  of  Railway  Commissioners  to  print  and  publish  a  monthly  publica- 
tion, to  contain  the  rulings,  orders,  and  decisions  of  both  the  State  and  Federal 
railway  commissions,  and  also  the  decisions  of  both  State  and  Federal  courts 
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rendered  in  reference  to  the  public  supervision  of  common-carrier  corporations, 
und  has  associated  himself  with  the  Traffic  Service  Bureau  ;  and 

Whereas  said  publication  would  be  a  good  magazine  of  inestimable  value  to 
the  members  of  this  association  and  all  others  concerned  in  transportation 
matters:  Therefore  be  it 

Resolved,  That  this  association  cordially  indorses  this  publication,  and 
hereby  authorizes  the  Traffic  Service  Bureau,  in  conjunction  with  said  H.  B. 
Meyers,  to  print  and  publish  a  monthly  publication  to  be  issued  on  the  1st  of 
each  and  every  month,  to  be  known  and  published  as  the  official  journal  of  this 
association  and  designated  by  the  name  "  Public  Service  Regulation,"  or  some 
other  equally  suitable  name,  and  which  is  to  contain  in  alphabetical  order  the 
rulings,  orders,  and  decisions  of  both  the  State  and  Federal  railway  commis- 
sioners and  public  commissions,  and  also  the  decisions  of  both  State  and  Fed- 
eral courts  rendered  in  reference  to  the  public  supervision  of  common-carrier 
corporations  and  other  public-service  corporations. 

That  this  association  hereby  recommends  to  its  members  that  they  give  such 
publication  its  full  support  and  cooperation,  and  that  they  furnish  or  cause  to 
be  furnished  the  required  rulings,  orders,  and  decisions  to  be  published  therein. 
This  authorization  is  upon  the  express  understanding  that  no  portion  of  the 
cost  of  publishing  such  publication  is  to  be  chargeable  to  this  association  or  any 
of  its  members  beyond  a  subscription  price  of  $3  per  annum;  that  the  first 
number  of  said  publication  shall  be  issued  January  1,  1912,  and  that  the  said 
publication  shall  not  contain  any  editorial  articles  nor  the  expression  of  views 
by  individuals  other  than  public  officials,  but  may  present  the  reports  of  pro- 
ceedings in  full  or  summary  form  of  civic  associations,  shippers'  organizations, 
railroad  and  other  public-service  corporation  association  meetings,  proceedings 
before  legislative  committees,  the  debates  and  action  of  legislative  bodies 
respecting  legislation  pending  from  time  to  time,  and  any  matters  of  interest 
as  news. 

I  move  the  adoption  of  this  resolution. 
The  motion  was  carried. 

INDORSEMENT   OF   ACTION   OF   STATES   IN   FILING   BRIEFS   IN 
INTRASTATE   RATE   CASES. 

Mr.  PATTON,  of  Oklahoma.  Since  consultation  with  some  mem- 
bers of  the  association  relative  to  the  appointment  of  a  committee 
to  draft  and  file  its  brief  in  the  intrastate  rate  cases,  I  desire  to 
recede  from  the  former  idea,  owing  to  the  fact  that  there  are  now 
being  prepared  three  briefs,  as  follows :  One  by  the  attorneys  general 
of  the  various  States  interested,  involved  in  rate  litigation  before 
the  Supreme  Court  of  the  United  States  and  subordinate  Federal 
courts,  one  by  the  attorneys  general  of  the  Mid-Western  States,  eight 
States,  I  believe,  joining  in  that  brief,  and  one  by  the  committee 
representing  the  house  of  governors. 

From  the  fact  that  so  many  briefs  are  already  being  filed,  I  believe 
it  is  better  to  present  the  views  of  this  association  in  the  manner 
that  is  contemplated  by  this  resolution  which  I  desire  to  read : 

Be  it  resolved  by  the  National  Association  of  Railway  Commissioners  in  con- 
vention assembled,  That  its  hearty  indorsement  is  given  to  the  action  of  the 
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railway  commissions  of  the  eight  Mid- Western  States  in  preparing  and  filing 
a  brief  as  amici  curiaa  in  the  Intra state  Rate  Cases  in  the  Supreme  Court  of 
the  'United  States,  and  the  representatives  of  the  said  commissions  are  hereby 
requested  to  embody  this  resolution  in  their  said  brief. 

I  move  the  adoption  of  this  resolution. 

The  motion  was  carried. 

Mr.  WINGFIELD,  of  Virginia.  I  wish  to  present  the  report  of  the 
committee  on  car  service,  demurrage,  and  reciprocal  demurrage.  I 
move  that  the  report  be  made  a  special  order  for  2  o'clock  this 
afternoon. 

The  motion  was  carried. 

Upon  motion,  the  convention,  at  12.35  o'clock  p.  m.,  took  a  recess 
until  2  o'clock  p.  m. 

AFTER    RECESS. 

The  convention  resumed  its  session  at  2  o'clock  p.  m.,  at  the  ex- 
piration of  the  recess,  and  was  called  to  order  by  President  Burr. 

Mr.  DECKER,  of  New  York.  With  reference  to  the  report  of  the 
committee  on  statistics  and  accounts  and  the  matter  which  was 
talked  about  this  morning,  at  the  end  of  the  reading  of  that  report, 
I  understand  from  members  of  the  committee  that  it  is  preferable 
the  matters  referred  to  in  the  president's  address  and  mentioned 
again  this  morning  should  be  referred  to  the  incoming  committee. 
As  there  is  nothing  in  the  report  which  contains  recommendations 
or  prescribes  rules,  I  move  that  the  report  be  received  and  printed, 
and  that  the  part  of  the  president's  address  which  refers  to  statis- 
tical matters  be  referred  to  the  incoming  committee. 

The  motion  was  carried. 

The  PRESIDENT.  The  next  in  order  is  the  special  order  for  the 
consideration  of  the  report  of  the  committee  on  car  service,  demur- 
rage, and  reciprocal  demurrage. 

Mr.  WINGFIELD,  of  Virginia.  On  behalf -of  the  committee  I  present 
the  report.  As  you  know,  it  was  impracticable  to  get  this  large 
committee  together  in  advance  of  the  meeting  of  the  association. 
We  held  a  meeting  the  first  night  here,  discussing  the  questions  in- 
volved, and  appointed  a  subcommittee  of  five.  The  subcommittee 
has  agreed  on  a  report  unanimously,  and  we  have  seen  all  of  the 
gentlemen  who  are  present,  with  the  exception  of  Mr.  Sague  and  Mr. 
Campbell. 

BEPOBT    OF    COMMITTEE    ON    CAB    SEBVICE,    DEMUBBAGE,    AND 
BECIPBOCAL  DEMUBBAGE. 

This  is  not  a  new  subject  before  this  association.  It  was  very 
carefully  considered  as  to  one  phase  at  the  session  of  1909,  upon  the 
report  of  Commissioner  Lane,  and  the  code  of  demurrage  rules  re- 
ported by  him  was  adopted. 
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It  is  will)  much  gratification  that  we  report  the  adoption  of  the 
uniform  code  upon  interstate  traffic  in  the  Xew  England  States.  This 
has  been  effected  since  our  last  meeting  and  after  two  years  of  agi- 
tation. It  may  now  be  reported,  therefore,  that  owing  to  the  effort 
of  this  association  there  obtains  to-day  what  is  tantamount  to  a  uni- 
form code  of  car-demurrage  rules  from  the  Atlantic  to  the  Pacific 
and  from  Canada  to  the  Gulf  upon  all  interstate  traffic.  Inasmuch 
as  the  New  England  States  generally  gave  4  days'  free  time,  and 
on  some  commodities  as  much  as  10  days'  free  time,  we  can  not  but 
regard  the  bringing  of  this  territory  under  the  uniform  code  as  a 
matter  of  the  greatest  importance  to  the  rest  of  the  countay.  which 
often  suffered  from  lack  of  equipment  to  move  traffic,  while  cars  in 
this  territory  were  allowed  a  period  of  detention  which  was  unnec- 
sary  and  discriminatory. 

As  to  intrastate  traffic,  this  code  of  rules  has  been  adopted  in  only 
about  one-third  of  the  States  of  the  Union,  but  there  are  a  number 
of  other  States  with  similar  rules  in  force.  Some  suggested  amend- 
ments to  this  code  of  rules  have  been  brought  to  the  attention  of  this 
committee,  but  these  amendments  seem  only  to  relate  to  modifications 
needed  to  meet  special  conditions  in  one  or  more  of  the  States,  and  as 
it  is  within  the  power  of  the  State  commissions  to  make  these  needed 
modifications,  and  as  this  code  of  rules  governs  practically  all  inter- 
state 'business,  the  committee  declines  to  recommend  any  change  or 
amendment  to  the  said  code  of  rules,  with  the  following  exceptions : 

From  such  information  and  facts  as  we  have  been  able  to  obtain 
in  the  matter  it  appears  to  us  that  rule  0.  the  so-called  average  rule 
of  the  uniform  code,  would  tend  to  promote  even  greater  efficiency  in 
car  movements  and  would  become  even  more  equitable  to  all  con- 
cerned than  is  now  the  case,  if  it  was  so  amended  that  the  credit- 
earned  on  any  kind  or  class  of  freight  cars  could  be  used  in  offsetting 
debits  accrued  on  any  other  kind  or  class  of  freight  cars.  For  these 
reasons  we  recommend  that  subdivision  "  C  "  of  said  section  0  in 
the  uniform  code  be  either  repealed  or  so  amended  that,  for  the  pur- 
poses of  this  section,  all  the  freight  cars  be  placed  in  only  one  cla— . 
We  wish  to  call  the  attention  of  the  officers  and  members  of  the 
American  Railway  Association  to  this  recommendation  and  earnestly 
hope  it  will  receive  their  serious  consideration. 

It  has  come  to  our  attention  that  there  is  an  inclination  on  at 
least  a  part  of  the  carriers  to  withdraw  from  or  to  abolish  the  so- 
called  demurrage  bureaus.  These  bureaus  were  established  by  the 
carriers  themselves  largely  for  the  purpose  of  promoting  car  efficiency 
and  of  preventing  unjust  discrimination  a>  between  shippers.  While 
these  bureaus  are  somewhat  costly  to  maintain  and  tend  to  increase 
the  operating  expenses  of  the  carriers,  they  have  also  been  found 
quite  effective  for  the  purposes  for  which  they  were  intended.  On 


PROCEEDINGS   OF   THE   CONVENTION.  183 

the  whole  it  seems  to  us  that  these  bureaus  fill  an  important  and 
legitimate  place  in  the  transportation  service,  and,  under  present  con- 
dition-.. \ve  can  not  regard  with  favor  any  movement  "or  action  that 
might  result  in  their  discontinuance.  We  hope  they  will  be  con- 
tinued in  operation  at  least  until  replaced  by  some  equally  effective 
methods  for  handling  the  work  for  which  they  were  created. 

The  second  phase  of  this  question  relates  to  the  use  of  cars  as 
between  carriers.  The  practice  that  a  car  when  once  loaded  shall 
pass  to  its  destination  over  successive  roads  has  good  reason  for  its 
existence  in  that  it  facilitates  the  business  of  transportation,  and  is 
thus  beneficial  to  the  public.  That  such  cars  should  be  returned 
promptly  to  the  road  owning  the  cars  is  the  general  principle,  but 
enforcement  of  that  principle  in  the  past  has  been  left  to  the  Ameri- 
can Railway  Association,  which  has  adopted  car-service  rules,  each 
road  having  its  own  car  accountant  and  submitting  disputes  to  an 
arbitration  committee.  The  American  Railway  Association  has  put 
into  effect  per  diem  rules  governing  the  settlement  for  the  use  of 
freight  cars.  This  per  diem  rate  has  varied  at  different  times.  At 
present  it  is  30  cents  per  day  for  five  months  of  the  year — March  to 
July,  inclusive — and  35  cents  per  day  for  the  remaining  seven  months. 
This  per  diem  charge  seems  very  moderate,  about  covering  the  in- 
terest of  the  .value  of  the  car  and  deterioration.  While  the  principle 
of  regulation  might,  if  the  occasion  arose,  be  exercised  by  the  Inter- 
state Commerce  Commission  and  by  the  State  commissions,  as  to 
this  matter  of  return  of  cars  to  the  owning  roads  there  does  not 
seem  to  be  any  occasion  at  this  time  to  exercise  said  power  of  regula- 
tion, and  therefore  the  committee  recommends  that  the  matter  be 
left  to  be  controlled  by  the  roads  themselves  through  the  American 
Railway  Association,  as  has  been  in  the  past. 

The  third  phase  of  the  question  of  car  service  is  expressed  by  what 
is  known  as  reciprocal  demurrage — by  which  it  is  understood,  first, 
that  a  charge  or  penalty  be  imposed  upon  the  carrier  for  failure  to 
furnish  cars  for  loading  within  a  given  time  after  order  is  placed; 
second,  that  a  charge  be  imposed  for  unreasonable  delay  in  the  move- 
ment of  freight.  Some  15  or  more  States  have  reciprocal  demurrage 
rules,  for  the  most  part  adopted  by  the  State  railway  commissions 
in  pursuance  of  legislative  enactment.  In  some  States  the  idea  of 
heavy  penalties  upon  the  carrier  failing  to  discharge  its  public 
obligations  prevails.  The  committee  disapproves  of  the  imposition 
of  heavy  penalties.  While  it  would  seem  to  be  proper  to  require  the 
carrier  to  pay  the  shipper  a  reasonable  amount  to  cover  his  damages 
incurred  by  the  delay  of  carrier,  we  think  it  is  unwise  to  impose 
heavy  penalties. 

With  this  suggestion,  the  committee  considers  that  it  is  best  for  this 
association  to  refer  the  question  of  reciprocal  demurrage  to  the  con- 
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sideration  of  the  Interstate  Commerce  Commission  and  to  the  dif- 
ferent State  commissions  to  take  such  action  with  reference  to  the 
adoption  of  rules  governing  reciprocal  demurrage  as  after  investiga- 
tion and  consideration  may  be  found  best.  This  committee  is  not  in 
position  now  to  recommend  a  code  of  reciprocal  demurrage  rules, 
not  having  sufficient  information  upon  which  to  base  a  recom- 
mendation. 

Your  committee  recommends  that  a  new  committee  of  seven  mem- 
bers be  appointed  to  consider  this  whole  subject  and  report  to  the 
next  session  of  the  association. 

Mr.  WINGFIELD,  of  Virginia.  I  move  the  adoption  of  the  report. 

Mr.  ROBINSON,  of  South  Dakota.  I  just  want  to  say  a  word  upon 
this  demurrage  question.  I  was  on  this  committee  and  met  with  them 
several  times,  and  also  with  the  subcommittee.  On  the  whole  I  ap- 
prove the  report,  as  it  may  result  in  some  good  if  the  Interstate  Com- 
merce Commission  worked  with  the  State  commissions.  It  is  purely 
a  local  question.  I  am  under  the  impression  that  the  only  way  the 
demurrage  laws  can  be  made  effective  is  through  the  States.  It  is 
utterly  impossible  for  the  Interstate  Commerce  Commission  to  take 
any  measures  that  will  effectually  govern  and  control  demurrage. 
I  believe  we  are  up  against,  as  I  understand  from  the  lawyers,  a 
decision  of  the  courts  that  interstate  shipments  nre  under  the  con- 
trol of  the  Interstate  Commerce  Commission. 

In  the  northwestern  country,  where  we  have  had  for  30  years,  every 
year  except  4,  a  car  famine  for  about  4  months  during  the  year, 
almost  the  entire  part  of  those  shipments  are  interstate  shipments. 
Under  that  decision  the  State  commissions  would  have  no  power 
whatever.  Hence  the  necessity  for  a  new  law  and  a  decision  so  that 
we  can  regulate  those  locally,  which  is  the  only  way  they  can  be  regu- 
lated. As  to  reciprocal  demurrage,  we  have  had  that  law  in  our  State 
a  number  of  years,  and  I  will  say  to  the  convention  that  has  worked 
well.  We  had  interests  in  our  State  that  were  causing  discrimina- 
tion. This  has  helped  the  situation,  and  we  have  had  less  trouble 
with  demurrage  than  we  had  prior  to  the  enactment  of  that  law. 

All  questions  of  this  nature,  in  my  opinion,  after  an  experience  of  a 
great  many  years  with  shipments,  must  be  governed  by  the  States 
under  local  organizations  and  can  not  effectually  be  governed  by  the 
Interstate  Commerce  Commission.  In  the  Northern  States  to-day 
there  are  hundreds  of  cars  where  fruit  is  being  peddled  out,  remaining 
on  the  track,  against  this  demurrage  rule,  for  days:  and  coal  the  same 
way.  If  it  was  a  local  matter,  it  could  be  attended  to :  but  now  it  is 
not,  and  your  rules  and  your  laws  in  relation  to  this  matter  are  void, 
or  practically  so,  under  the  supervision  of  the  Interstate  Commerce 
Commission,  although  this  report,  as  I  understand  it,  considers  that 
the  several  commissions  shall  work  in  harmonv.  Is  that  correct  ? 
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Mr.  WINGFIELD,  of  Virginia.  Yes,  sir. 

Mr.  ROBINSON,  of  South  Dakota.  With  that,  I  accept  the  report. 

The  PRESIDENT.  You  do  not  understand  that  the  State  commissions 
can  fix  reciprocal  demurrage  on  an  interstate  shipment,  do  you  ? 

Mr.  ROBINSON,  of  South  Dakota.  No;  I  do  not. 

The  PRESIDENT.  Well,  now,  you  say  that  this  matter  is  local  and 
ought  to  be  taken  care  of  by  the  State  commissions.  How  is  the 
State  commission  going  to  fix  reciprocal  demurrage  in  an  amount 
similar  to  that  charged  against  the  shipper  without  a  change  in 
the  law? 

Mr.  ROBINSON,  of  South  Dakota.  That  is  the  point.  There  must 
be  a  change  in  our  constitutional  law  so  as  to  give  the  State  con- 
trol entirely.  That  is  what  I  remarked  in  the  first  place;  that 
we  were  up  against  a  decision  by  the  Supreme  Court,  as  I  under- 
stand it,  that  prevents  the  State  commissions  having  entire  con- 
trol. I  believe  the  State  commission,  when  a  car  passes  the  line 
of  the  State,  should  have  entire  control  as  to  demurrage,  and  as  to 
accidents,  too.  It  is  the  only  way  they  can  be  governed  practically, 
and  I  say  that  from  a  practical  standpoint  and  from  an  experience 
of  years. 

Mr.  STUTSMAN,  of  North  Dakota.  Is  it  true  that  the  courts  have 
held  that  the  State  commissions  have  no  jurisdiction  in  the  matter  of 
reciprocal  demurrage  on  interstate  traffic? 

Mr.  ROBINSON,  of  South  Dakota.  I  understand  that  to  be  the  case. 
I  may  be  mistaken.  I  am  not  a  lawyer.  I  am  simply  a  business 
man,  but  I  understand  from  tHe  lawyers  that  that  is  the  case.  They 
can  tell  you  probably  better  than  I  can. 

Mr.  MCKNIGHT,  of  Arkansas.  There  are  some  things  with  regard 
to  demurrage  that  I  would  like  to  mention.  I  claim  to  be  a  prac- 
tical shipper.  The  situation  is  this:  You  order  a  car.  There  is  an 
unlimited  time  practically  in  which  to  furnish  that  car.  When  you 
load  it  there  is  an  unlimited  time  to  move  it  after  you  have  loaded 
it.  When  it  reaches  destination  there  is  no  unlimited  time  in  which 
you  must  unload  it.  That  is  practically  so  with  my  shipments. 
The  question  of  demurrage  is  the  question  that  will  move  cars  and 
furnish  to  the  world  that  means  of  transportation  which  nothing  else 
will  furnish. 

If  we  should  say  to  the  railroad  companies  when  we  order  a  car, 
"  You  must  furnish  that  car  within  a  limited  time  " — now,  our  State 
pretends  to  say  this,  but  it  says  five  days,  from  7  o'clock  the  follow- 
ing morning.  Then,  if  you  unload  the  car  at  destination  within  15 
minutes  after  it  arrives  there  is  no  good  time  allowed  you.  But  if 
you  fail  to  unload  it  within  48  hours,  from  7  o'clock  the  following 
morning,  you  are  taxed  a  rate — not  $5  a  day,  as  provided  by  law, 
but  $1  a  day.  Unwisely,  when  the  demurrage  bill  of  our  State  was 
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enacted  in  1907  they  put  that  provision  in  there  of  reciprocal  demur- 
rage at  the  rate  of  $5  a  day.  We  found  upon  trying  to  enforce,  that 
law  that  it  made  it  very  bad  upon  those  who  failed  to  get  their  cars 
unloaded  or  transported  in  that  length  of  time  to  get  them  to  de-ti- 
nation  and  unloaded  there.  It  has  never  been  enforced. 

It  covered  also  the  interstate  proposition  that  the  gentleman  spoke 
about  over  there.  Our  Supreme  Court  has  decided  that  so  far  as  an 
interstate  shipment  is  concerned  the  Arkansas  law  is  valid.  I  be- 
lieve the  proper  thing  to  do  with  the  demurrage  proposition  is 
this,  so  far  as  I  see  it:  Give  good  time  for  a  shipper  if  he  un- 
loads the  car  in  one  day.  Give  him  good  time  on  the  next  car  if  he 
unloads  it  in  one  hour.  If  you  allow  him  a  certain  time  to  unload 
the  car  and  he  does  not  get  it  unloaded  within  that  time,  he  does 
not  get  good  time.  I  believe  it  will  help  move  cars  and  stop  this 
congested  condition  of  car  >er\  ice.  Now.  the  legislation  along  that 
line  in  our  State  I  admit  is  wrong.  Five  dollars  it  too  much.  I  be- 
lieve $1  is  a  sufficient  amount  of  demurrage  for  a  car.  I  do  believe 
there  ought  to  be  in  connection  with  the  demurrage  proposition  a 
transportation  proposition. 

I  have  on  my  desk  reference  to  a  condition  of  this  kind  where 
railroad  companies  have  taken  from  six  to  eight  days  to  move  a  car 
50  or  60  miles,  and  when  I  called  their  attention  to  it,  one  of  the 
traffic  managers  said  to  me,  only  a  day  or  two  ago.  "  Don't  you  think 
that  six  days  is  a  reasonable  time  to  move  a  car  52  miles?  "  I  plainly 
answered  him,  "No;  I  do  not  think  that  six  days  is  a  reasonable 
time."  I  thought  one  day  or  a  day  a'nd  a  half  at  least  ought  to  be 
a  reasonable  time.  Now,  we  have  statistics  to  show  this,  gentlemen,  in 
the  movement  of  freight.  With  all  of  our  fast  transportation  lines  it 
absolutely  takes  longer  to-day  to  get  freight  over  the  railroads  than  it 
did  in  the  days  of  the  canal  and  the  mule.  Statistics  show  that  very 
thing.  I  very  often  told  them  when  I  was  in  the  shipping  business, 
"Gentlemen.''  I  said,  "I  can  take  a  deadhead  team  of  oxen  and  move 
this  stuff  on  a  barge  faster  than  it  is  being  done  by  the  fast  railroads 
of  our  State/'  That  has  been  so  until  recently.  It  is  getting  some- 
what better,  I  am  willing  to  admit. 

The  transportation  proposition  has  a  good  deal  to  do  with  the 
demurrage  proposition,  and  the  demurrage  proposition  has  altogether 
to  do  with  the  condition  of  car  service,  with  cars  not  being  sufficient  to 
take  care  of  the  traffic,  and  their  being  held  up,  as  the  gentleman  has 
said.  Some  Northeastern  States  hold  them  probably  for  10  days.  If 
you  hold  them  over  48  hours  in  our  State  you  pay  a  dollar  a  day,  and 
I  do  not  object  to  that.  The  only  thing  is  when  carpenters  and  mill 
men  stand  waiting  for  weeks  and  weeks  for  cars,  and  then  when  they 
are  placed  on  the  track  they  must  unload  them  or  load  them  within 
the  next  48  hours.  I  would  like  to  see  reciprocal  demurrage,  and  to 
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see  it  strictly  enforced  :  also  good  time.  I  am  a  great  advocate  of  good 
time.  If  a  man  hurries  up,  let  him  have  it  on  his  next  car. 

The  PRESIDENT.  The  question  before  the  convention  is  the  adop- 
tion of  the  report. 

The  motion  was  carried. 

Mr.  SULLIVAN,  of  Ohio.  I  move  that  the  committee  on  grade  cross- 
ings and  trespassing  on  railroads  be  reduced  in  number  to  seven. 

The  motion  was  carried. 

The  PRESIDENT.  We  are  ready  to  hear  the  report  of  the  committee 
on  safety  appliances. 

Mr.  KILPATRICK,  of  Illinois.  At  the  request  of  the  chairman  of  the 
committee  I  will  read  the  report  of  this  committee. 

REPORT    OF    COMMITTEE    ON    SAFETY    APPLIANCES. 

Since  the  last  convention  of  this  association  there  have  been 
important  developments  in  the  field  of  Federal  regulation  to  promote 
safety  in  railway  operation.  Two  measures  noted  in  the  report  of 
your  committee  on  safety  appliances  have  become  effective. 

UNIFORM    APPLICATION    OF   SAFETY   APPLIANCES. 

Under  the  act  of  Congress  of  April  14,  1910,  the  Interstate  Com- 
merce Commission  on  March  13,  1911,  issued  an  order  designating 
the  number,  dimensions,  location,  and  manner  of  application  on 
freight  cars,  ladders,  grab  irons,  sill  steps,  running  boards,  and 
hand  brakes. 

This  order,  when  fully  complied  with,  will  be  a  great  advance 
toward  uniformity  in  the  equipment  of  freight  cars.  The  uniform 
equipment  of  all  freight  cars  with  these  appliances  will  provide  ad- 
ditional and  necessary  safeguards  to  employees. 

ACCIDENT  INVESTIGATIONS. 

This  association  last  year  gave  its  indorsement  to  the  act  provid- 
ing for  the  investigation  of  railroad  accidents  by  the  Interstate  Com- 
merce Commission. 

The  work  of  investigation  under  this  law  began  on  July  1,  1911. 
Within  a  short  time  thereafter  the  occurrence  of  a  number  of  serious 
passenger-train  derailments,  with  appalling  consequence  of  death  and 
injury  to  passengers,  called  into  action  the  force  of  skilled  investiga- 
tors established  by  the  Commission. 

Reports  submitted  on  some  of  the  most  important  of  these  recent 
wrecks  have  already  demonstrated  that  this  law  will  prove  an  im- 
portant factor  in  giving  national  publicity  to  the  underlying  causes 
of  railroad  accidents. 
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Two  railroad  wrecks  with  grave  consequences  have  occurred  where 
high-speed  trains  were  required  to  take  crossovers.  Two  more,  in 
one  of  which  many  lives  were  lost  from  a  fire  resulting  from  the 
wreck,  were  caused  by  gross  carelessness  in  permitting  trains  to  pass 
without  flagging  over  tracks  which  were  unsafe  because  of  changes 
in  grade  and  alignment  of  rails  which  were  going  on  at  the  time. 

This  identity  of  causes  when  called  to  the  attention  of  the  railroads, 
of  the  public,  and  of  Congress,  ought  to  lead  without  delay  to  the 
institution  of  safeguards  against  accidents  from  these  particular 
causes  in  the  future. 

These  recent  disastrous  railroad  wrecks  indicate  the  necessity  of 
radical  reforms  in  the  practices  and  methods  of  railroad  operation. 
There  is  still  a  field  for  systematic  regulation  which  will  safeguard 
against  the  disobedience  of  rules  and  orders  which  may  be  only 
perfunctorily  called  to  the  attention  of  the  employee  who  proves  to 
be  responsible. 

No  chance  of  danger  to  life  in  railroad  travel  should  be  permitted 
to  exist  -which  can  be  eliminated  by  liberal  expenditure  for  mechan- 
ical safeguards. 

Rules  and  orders  should  be  so  plain  in  all  cases  that  they  can  not 
be  misunderstood.  And  where  any  possibility  exists  for  misinterpre- 
tation or  even  disobedience  of  rules  or  order  any  mechanism  which 
the  art  of  modern  railroading  makes  available  should  be  made  use  of 
by  the  carrier  and  even  made  a  matter  of  legal  compulsion. 

The  law  requiring  the  Interstate  Commerce  Commission  to  investi- 
gate the  causes  of  railroad  accidents  and  report  to  Congress  thereon 
places  a  grave  burden  upon  that  body.  This  responsibility  it  has 
assumed  with  a  distinct  purpose  to  aid  in  the  great  work  of  securing 
additional  legislation  which  shall  materially  minimize  the  volume  of 
accidents  on  American  railroads. 

In  this  work  it  can  confidently  rely  upon  the  cooperation  and  as- 
sistance of  the  State  railroad  commissions,  many  of  whom  for  a  long 
period  have  had  experience  in  accident  investigation.  Indeed,  the 
accident-investigation  law  points  out  that  Congress  intended  that 
there  should  be  such  cooperation  between  the  Interstate  Commerce 
Commission  and  the  State  railroad  commissions. 

The  law  provides  that  in  all  cases  where  it  is  practicable,  any  hear- 
ing upon  the  causes  of  a  particular  wreck  may  be  held  jointly  with 
the  State  railroad  commission. 

BOILER   INSPECTION. 

The  urgent  request  of  railroad  employees,  particularly  the  locomo- 
tive engineers  and  firemen,  for  legislative  protection  against  accidents 
caused  by  defective  locomotive  boilers  and  appurtenances  led  to  the 
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passage  of  the  act  of  Congress  of  February  17,  1911,  providing  for 
Federal  inspection  of  locomotive  boilers. 

In  this  respect,  again,  Congress  was  following  in  the  steps  of  many 
of  the  States  which  have  provided  legislation  of  a  similar  character. 
Some  of  the  States,  however,  had  no  legislation  upon  this  subject,  and 
it  was  deemed  wise  to  establish  a  system  of  rules  upon  the  subject 
which  would  be  uniform  throughout  the  country.  A  standard  set  of 
rules  and  instructions  to  be  observed  by  all  carriers  by  railroad  sub- 
ject to  the  act  was  prepared  by  the  chief  inspector  of  locomotive 
boilers  and  was  approved  by  the  Interstate  Commerce  Commission  on 
June  2,  1911. 

While  it  was  an  immense  undertaking  to  establish  a  uniform  system 
of  inspection  and  repair  for  all  the  locomotives  of  the  United  States, 
this  seems  to  have  been  so  successfully  accomplished  that  in  many 
cases  the  railroads  have  adopted  the  Government  system  for  keeping 
their  own  records  and  have  discarded  the  system  formerly  employed 
by  them. 

STEEL  CARS. 

One  of  the  most  apparent  facts  so  far  developed  by  the  commission 
in  its  work  of  investigating  accidents  is  the  comparative  safety  of  steel 
cars.  At  the  date  of  this  report  6  serious  accidents  have  been  inves- 
tigated by  the  commission.  In  these  accidents  a  total  of  64  passen- 
gers and  15  employees  were  killed  and  545  passengers  and  16  em- 
ployees were  injured.  In  5  of  these  accidents,  3  of  which  were 
derailments  and  2  butting  collisions,  the  trains  involved  were  made 
up  of  wooden  cars,  and  all  were  accompanied  by  serious  loss  of  life 
and  injury  to  passengers  and  employees,  due  in  great  measure  to  the 
character  of  the  equipment  used.  In  the  remaining  accident  under 
consideration,  which  was  the  derailment  of  the  Pennsylvania  Special 
at  Fort  Wayne,  Ind.,  on  August  13,  1911,  although  the  train  was  run- 
ning at  a  speed  of  65  miles  per  hour  at  the  time  of  the  accident,  not 
a  single  passenger  was  killed  and  but  48  were  injured.  This  result 
was  due  entirely  to  the  fact  that  the  train  was  made  up  of  steel  cars. 
The  September  issue  of  the  Railway  Master  Mechanic  contains  the 
following  editorial  comment  on  this  accident : 

The  steel  car  received  its  first  severe  test  in  a  derailment  of  the  Pennsyl- 
vania Special,  during  the  middle  of  August,  and  proved  all  that  has  been 
claimed  for  it.  Due  to  a  defective  switch,  the  train  left  the  track  while  running 
at  a  very  high  rate  of  speed  and  struck  a  freight  train  standing  on  a  siding, 
ditching  the  first  five  coaches  of  the  passenger  train.  The  first  two  coaches  were 
badly  battered  up,  and  in  them  a  small  blaze  started,  which  was  quickly  con- 
trolled. The  special  was  running  double  headed,  and,  as  was  almost  inevitable, 
there  were  casualties  at  the  operating  end,  but  nearly  all  the  passengers  escaped 
with  more  or  less  serious  cuts  or  bruises,  the  shock  throwing  those  in  the 
dining  and  smoking  cars  on  the  floors.  Had  the  train  been  composed  of  the  old 
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wooden  cars,  it  is  almost  certain  that  scores  would  have  been  crushed  and  killed, 
and  that  the  fire  would  quickly  have  spread  throughout  the  train,  causing  an 
added  loss  of  life.  Since  ]!MMi  the  Pennsylvania  lias  bei-ii  specifying  sirr!  con- 
struction for  all  new  coaches,  and  at  present  it  has  more  steel  cars  in  operation 
than  any  other  railroad  in  the  country.  The  lives  probably  saved  in  this  one 
wreck  more  than  compensate  for  the  entire  cost. 

The  great  number  of  fatalities  caused  by  the  use  of  wooden  cars 
within  the  recent  years  has  led  to  a  demand  for  cars  of  stronger  con- 
struction, either  of  all  steel  or  with  steel  underframes.  The  I'o-i 
Office  Department  of  the  United  States  has  already  taken  action  in 
this  matter.  In  the  appropriation  act  for  the  fiscal  year  ending  June 
30,  1912,  there  is  a  provision  which  contemplates  that  all  railway 
post-office  cars  shall  be  constructed  of  steel  after  the  1st  of  July,  1916. 
It  is  also  provided  that  after  the  1st  of  July,  1911— 

no  pay  shall  be  allowed  for  the  use  of  any  wooden  full  railway  posi-oili.-..-  <-,,r 
unless  constructed  substantially  in  accordance  with  the  most  approved  plans 
and  specifications  of  the  Post  Office  Department  for  such  type  of  cars,  nor  for 
any  wooden  full  railway  post-office  car  run  in  any  train  between  adjoining 
steel  cars  or  between  the  engine  and  a  steel  car  adjoining,  and  that  hereafter 
additional  cars  accepted  for  this  service  •  shall  be  of  steel  or  with  steel  under- 
frame  if  used  in  a  train  in  which  a  majority  of  the  cars  are  of  like  construction. 

In  response  to  a  Senate  resolution  of  June  25, 1910,  calling  upon  the 
Interstate  Commerce  Commission  for  information  relative  to  the  cost 
of  building  and  maintaining  railway  post-office  cars,  the  commission 
made  a  report  in  which  the  following  statement  occurs : 

We  regard  the  steel  car  for  use  in  passenger  trains  as  having  passed  the  ex- 
perimental stage,  as  is  evidenced  by  the  rapidly  increasing  use  of  that  type  in 
newly  constructed  sleeping  cars,  coaches,  and  dining  cars.  There  can  be  no 
doubt  that  a  steel  mail  car  will  afford  much  more  protection  to  the  safety  of 
the  employees  in  the  car,  as  well  as  to  the  mail  matter.  The  cost  of  a  steel  car 
is  but  little  more  than  that  of  a  wooden  car.  The  cost  of  maintenance  of  the 
steel  car  can  not  be  accurately  stated  at  this  time,  but  there  is  no  reason  to 
assume  that  it  will  be  much  greater  than  for  a  wooden  car.  In  any  event,  the 
extra  cost  of  construction  and  maintenance  can  not  equal  the  advantages  arising 
from  the  added  safety  which  the  steel  car  affords.  We  think  that  hereafter 
steel  mail  cars  should  be  constructed  in  the  place  of  other  types  made  partly  or 
largely  of  wood. 

As  a  result  of  this  report  of  the  commission  and  the  action  of  the 
Post  Office  Department,  bills  calculated  to  minimize  the  danger  in- 
herent in  the  use  of  wooden  cars  were  introduced  at  the  last  session 
of  Congress  and  are  now  pending  in  committee.  One  of  these  bills 
makes  it  unlawful — 

to  locate  or  run  in  any  train  between  adjoining  steel  cars,  or  between  the  engine 
and  steel  car  adjoining,  any  wooden  mail  car.  any  wooden  express  car  used  in 
interstate  traffic,  or  any  wooden  car  used  for  the  interstate  transportation  of 
passengers. 
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Another  bill  makes  it  unlawful  after  the  1st  of  January,  1915,  for 
any  interstate  common  carrier — 

to  use  on  its  line  for  the  interstate  transportation  of  passengers  any  car  not 
constructed  of  steel  upon  a  plan  approved  by  the  Interstate  Commerce  Com- 
mission. 

The  commission  has  considered  this  latter  bill  and  has  approved 
of  its  general  purpose  as  a  reasonable  provision  for  greater  safety. 
The  following  modifications  have  been  suggested  by  the  commission : 

(1)  That  its  provisions  should  include  all  mail,  baggage,  and  ex- 
press cars. 

(2)  That  the  limit  of  time  within  which  carriers  should  be  per- 
mitted to  bring  into  use  new  equipment  not  in  conformity  with  the 
provision  of  the  bill  should  be  approximately  one  year  from  the 
date  of  the  passage  of  the  act. 

(3)  That  the  period  within  which  all  carriers  should  be  required 
to  bring  into  conformity  with  the  act  all  their  equipment  ought  to 
be  not  less  than  10  years  from  the  date  of  the  passage  of  the  act. 

(4)  That  the  commission  should  be  given  authority  to  permit  the 
further  use  of  cars  which  were  then  deemed  to  be  reasonably  safe. 

In  view  of  its  importance,  your  committee  believes  that  this  asso- 
ciation should  go  on  record  in  favor  of  legislation  of  this  general 
character,  and  should  recommend  similar  legislation  covering  intra- 
state  carriers  in  the  several  States. 

AUTOMATIC  TRAIN   STOP. 

Another  fact  developed  by  the  investigations  so  far  conducted  is 
that  by  the  use  of  automatic  train-stop  devices  such  as  have  been 
recommended  by  this  association  for  several  years  past  much  of  the 
appalling  loss  of  life  and  injury  to  persons  in  railway  accidents  can 
be  prevented.  The  circumstances  surrounding  the  extremely  dis- 
astrous wreck  of  the  Federal  Express  on  the  New  York,  New  Haven 
&  Hartford  Railroad,  at  Bridgeport,  Conn.,  on  July  11,  1911,  were 
such  as  to  clearly  demonstrate  the  need  for  automatic  train-control 
apparatus.  The  report  of  the  chief  inspector  of  safety  appliances  of 
the  Interstate  Commerce  Commission  states  that  the  accident  was 
caused  by  excessive  speed  at  a  crossover,  due  to  the  disregard  of  sig- 
nals and  rules  by  the  engineman;  that  the  track  where  the  accident 
occurred  was  fully  protected  by  block  signals  of  the  controlled  man- 
ual type,  and,  had  these  signals  been  observed,  the  accident  could  not 
have  occurred. 

The  function  of  the  automatic  stop  is  to  correct  the  failure  of  en- 
ginemen  to  observe,  understand,  and  obey  signal  indications.  Under 
such  conditions  as  produced  the  Bridgeport  wreck  an  auotmatic  stop 
would  have  taken  control  of  the  train,  irrespective  of  the  failure  of 
the  engineman  to  perform  his  duty,  and  would  have  averted  the 
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accident.  There  appears  to  be  no  doubt  that  if  the  same  effort  had 
been  directed  by  the  railroads  toward  the  development  of  automatic 
train-control  apparatus  as  has  been  devoted  to  the  development  of 
interlocking-  and  block-signaling  apparatus  we  should  now  have 
adequate  installations  of  automatic  train  control  which  would  permit 
an  engineman  to  handle  his  train  without  interference  just  as  long 
as  he  did  it  properly,  but  would  intervene  to  stop  his  train  if  he 
disregarded  a  stop  signal  or  ran  at  excessive  speed  where  speed  re- 
strictions are  prescribed.  In  his  report  covering  the  investigation 
of  the  Bridgeport  accident,  the  commission's  chief  inspector  of  safety 
appliances  recommended  that — 

In  all  situations  where  accidents  are  likely  to  occur  tliroucrh  the  nonobs-ervnnce 
by  enginonien  of  signals  or  rules  calculated  to  insure  safety,  automatic  train- 
control  apparatus  should  be  provided  to  insure  th.-it  trains  will  In-  brought  to 
a  stop  in  case  the  signals  or  rules  are  not  properly  observed. 

As  a  result  of  the  investigations  conducted  by  the  block-signal  and 
train-control  board  of  the  Interstate  Commerce  Commission  during 
the  past  four  years,  tests  of  automatic  stops  have  been  conducted,  and 
tests  are  still  to  be  made  by  this  board  of  other  types  of  automatic 
stops. 

Reports  of  the  block-signal  and  train-control  board  show  that 
while  the  results  of  the  tests  indicate  that  the  use  of  the  devices  tested 
would  materially  promote  the  safety  of  railroad  operation,  the  board 
was  unwilling  to  make  any  recommendation  regarding  the  compul- 
sory adoption  of  automatic  stops  until  devices  of  other  types  had  been 
thoroughly  tested.  When  the  systems  approved  for  test  have  been 
subjected  to  trial  under  service  conditions,  and  when  such  faults  as 
may  be  disclosed  by  such  trial  have  been  corrected,  several  forms  of 
automatic  train-controlling  devices  will  be  available  for  use. 

The  attention  of  the  members  of  this  convention  is  called  to  the 
details  of  the  tests  of  train-controlling  devices  already  published 
in  the  reports  of  the  block-signal  and  train-control  board  to  the 
Interstate  Commerce  Commission,  and  particularly  to  the  study  of 
this  question  in  the  forthcoming  report  of  that  board  to  the  Inter- 
state Commerce  Commission,  to  be  published  in  the  next  annual 
report. 

It  is  recommended  that  the  attention  of  railroad  managers  be 
called  to  the  advisability  of  experimental  trial  in  actual  railroad 
operation  of  some  of  these  automatic  stops  upon  some  limited  divi- 
sions of  the  railroads  with  a  view  to  working  out,  by  service  test,  the 
best  available  train-controlling  device. 

BLOCK  SYSTEM. 

As  was  noted  in  the  report  of  this  committee  to  this  convention 
last  year,  this  association,  as  well  as  the  Interstate  Commerce  Com- 
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mission,  has  for  many  years  past  been  on  record  as  favoring  a  law 
requiring  the  use  of  the  block  system.  In  its  third  annual  report 
the  block-signal  and  train-control  board  recommends  the  compulsory 
use  of  the  block  system  in  the  following  terms : 

The  board  in  all  its -preceding  reports  has  indorsed  the  recommendation  of 
the  commission  to  the  Congress  that  legislation  looking  to  the  compulsory  adop- 
tion of  the  block  system  be  enacted.  It  has  not  hesitated  to  do  this,  because  the 
arc  of  block  signaling  is  well  settled.  At  the  present  time  only  about  66,000 
miles  of  railroad  out  of  a  total  of  approximately  240,000  miles  in  this  country 
are  operated  under  the  block  system,  notwithstanding  the  superabundance  of 
evidence  that  the  system  has  added  immeasurably  to  safety  in  railway  tians- 
portation.  The  situation  is  not  unlike  that  which  existed  at  the  time  the 
adoption  of  car  couplers  and  power  brakes  was  compelled  by  Federal  enactment. 
Extensive  experiments,  supplemented  by  experience,  the  good  results  of  which 
have  been  universally  recognized,  have  clearly  shown  a  simple  course  for  legis- 
lation to  take.  The  introduction  of  the  block  system  will  tend  to  reduce  the 
collision  record  in  a  very  decided  measure.  The  board  believes  so  firmly  in  the 
advantages  to  be  derived  from  the  use  of  the  block  system  that  it  desires  again 
to  urge  the  recommendation  of  the  commission  to  the  Congress  for  compulsory 
legislation  requiring  its  use  as  the  step  of  foremost  importance  in  promoting 
safety  in  railway  operation.  Relatively  inexpensive  and  simple  block  systems 
can,  by  proper  attention  to  training  and  discipline  of  signalmen,  be  operated 
with  a  high  degree  of  success. 

So  fully  is  the  board  convinced  of  the  adequacy  of  a  simple  manual  block 
system,  properly  worked,  to  materially  reduce  the  large  number  of  collisions 
which  now  occur  under  the  time  interval  and  dispatching  system  that  it  be- 
lieves that  any  legislation  compelling  the  use  of  the  block  system  should  be  con- 
fined to  the  broad  fundamental  principle,  so  as  to  leave  the  railroads  the  great- 
est possible  freedom  in  the  adaptation  of  the  means  to  be  employed  to  meet 
the  needs  of  their  service. 

There  is  now  pending  before  the  Committee  on  Interstate  and  For- 
eign Commerce  of  the  House  of  Representatives  a  bill  authorizing 
the  Interstate  Commerce  Commission  to  require  railroad  companies 
to  equip  one-fourth  of  their  passenger  lines  each  year  with  the  block 
system  until  all  their  passenger  lines  are  equipped.  This  is  similar 
to  the  bill  recommended  by  the  Interstate  Commerce  Commission  in 
its  report  to  Congress  for  1903.  It  is  recommended  that  this  associa- 
tion urge  the  passage  of  this  bill,  as  well  as  the  enactment  of  similar 
laws  in  the  several  States  covering  intrastate  roads. 

STANDARD    AND    UNIFORM    CODE    OF    SIGNALS. 

Last  year  this  association  recommended  the  enactment  of  a  law 
authorizing  the  Interstate  Commerce  Commission  "to  require  the 
use  of  a  uniform  code  of  signals  on  all  interstate  railroads  throughout 
the  United  States." 

A  bill  pending  in  the  Senate  provides  for  a  standard  code  of  rules 
for  the  operation  of  railroad  trains,  both  under  the  time-interval  or 
train-dispatching  system  and  the  space-interval  or  block  systems, 
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including  a  code  of  hand,  lamp,  flag,  and  whistle  signals  for  authoriz- 
ing the  movement  of  trains,  locomotives,  or  cars,  and  for  indicating 
the  classification  of  trains. 

This  association  has  already  gone  on  record  as  favoring  legislation 
of  this  character,  and  it  is  recommended  that  the  association  urge 
the  enactment  of  this  bill. 

I)!'.!  i;CTI\  E    RAILS. 

One  of  the  most  disastrous  wrecks  that  has  occurred  recently  was 
the  one  at  Manchester,  N.  Y.,  on  the  Lehigh  Valley  Railroad,  on 
August  25.  This  wreck  was  caused  by  a  defective  rail  and  strongly 
directs  attention  to  the  necessity  for  some  means  of  insuring  that 
rails  of  proper  strength  shall  be  furnished,  and  that  defective  rails 
shall  not  be  used  in  tracks  over  which  high-speed  passenger  trains 
are  operated.  The  rail  specifications  of  the  American  Railway  As- 
sociation are  the  result  of  years  of  experience  and  the  best  technical 
knowledge  available,  but  the  system  of  inspection  at  the  mills  is 
evidently  not  such  as  to  insure  that  the  specifications  will  always 
be  adhered  to.  They  certainly  were  not  adhered  to  in  the  case  of 
the  rail  which  caused  the  Manchester  wreck,  and  as  a  result  29  per- 
sons suffered  death  under  the  most  harrowing  circumstances,  and 
45  persons  were  seriously  injured.  This  is  a  matter  that  may  well 
engage  the  attention  of  this  association. 

AUTOMATIC   STEAM   AND  AIR    HOSE   COUPLERS. 

In  the  Interstate  Commerce  Commission's  report  for  1907  a  recom- 
mendation was  made  that  the  safety-appliance  law  be  amended  so 
as  to  require  the  use  of  automatic  steam  and  air  hose  couplers.  A 
number  of  railroad  companies  have  been  experimenting  with  auto- 
matic connectors  for  several  years,  and  they  have  been  used  quite 
extensively  in  passenger  service  by  the  Long  Island  and  the  Chi- 
cago &  Alton.  The  block-signal  and  train- control  board  has  ex- 
amined the  plans  of  a  number  of  these  devices  and  two  of  them 
have  been  approved  for  test.  Arrangements  are  now  being  made  to 
test  one  of  them  in  freight  service  on  the  Great  Northern  Railroad. 
This  test  will  be  conducted  under  the  most  severe  conditions  to  which 
automatic  connectors  are  ever  likely  to  be  subjected,  and  upon  trains 
long  enough  to  demonstrate  the  practicability  of  a  connector  for  all 
classes  of  service. 

STATE  AND  FEDERAL  HARMONY. 

The  safety-appliance  laws  have  been  justified  by  their  beneficial 
results.  Their  success  has  focused  public  attention  to  the  advis- 
ability of  legislation  to  prevent  accidents.  They  have  been  given 
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strong  judicial  support,  and  this  is  particularly  indicated  by  the 
decisions  of  the  Supreme  Court  of  the  TJnited  States  in  the  cases 
of  Chicago,  Burlington  &  Quincy  Railroad  Co.  v.  United  States 
(220  U.  S.,  559)  and  Delk  v.  St.  Louis  &  San  Francisco  Railroad 
Co.  (220  U.  S.,  580) ,  rendered  during  the  present  year. 

As  to  these  laws  there  has  never  been  any  conflict  of  power  between 
the  Federal  authorities  and  those  of  the  States.  In  States  where 
local  statutes  have  been  enacted  along  similar  lines  to  those  of  the 
Federal  safety-appliance  laws,  no  serious  questions  of  conflicting 
authority  have  arisen. 

The  Supreme  Court  of  Ohio,  in  the  case  of  Detroit,  Toledo  &  Iror.ton 
Railway  Co.  v.  State  of  Ohio,  decided  March  15,  1910,  quotes  Van 
Devanter,  circuit  judge,  now  Mr.  Justice  Van  Devanter  (129  Fed. 
Rep.,  522,  527),  as  follows: 

The  two  statutes,  Federal  and  State,  seem  to  have  been  enacted  in  pursuance 
of  a  common  purpose  to  afford  a  remedy  as  broad  as  the  mischief,  and  to 
remove  the  source  or  cause  of  the  latter  through  the  compulsory  adoption  and 
use  of  a  new  system  of  coupling  and  uncoupling,  which  dispensed  with  the 
necessity  of  anyone  going  between  or  at  least  entirely  between  the  cars. 

The  Supreme  Court  of  Ohio  then  goes  on  to  say : 

Our  statute  does  not  conflict  with  the  Federal  statute  in  the  character  of 
the  coupler  required,  but  requires  the  same  kind  of  coupler,  and  was  passed  to 
promote  the  same  object,  though  under  a  different  power,  and,  while  no  doubt 
it  was  enacted  to  apply  to  cases  assumed  not  to  be  covered  by  the  Federal  stat- 
ute, it  is  not  unreasonable,  and  is  not  void  merely  because  a  failure  to  equip 
the  car  with  automatic  couplers  would  subject  the  railroad  company  to  punish- 
ment under  a  State  statute  as  well  as  under  the  act  of  Congress.  "  The  same 
act  or  series  of  acts  may  constitute  an  offense  equally  against  the  United  States 
and  the  State,  subjecting  the  guilty  party  to  punishment  under  the  laws  of 
each  government."  (Cross  v.  The  State  of  North  Carolina,  132  U.  S.,  131; 
91  N.  E.  Rep.,  869.) 

The  Federal  safety-appliance  laws  had  their  origin  in  the  ad- 
mitted inadequacy  of  the  power  of  the  States  to  deal  with  the  subject. 
Before  Congress  acted  on  the  subject,  Massachusetts,  Iowa,  Missis- 
sippi, Nebraska,  Minnesota,  New  York,  Ohio,  Michigan,  Wisconsin, 
and  other  States  petitioned  Congress  for  the  legislation.  (S.  Rept. 
No.  1049,  52d  Cong.,  1st  sess.) 

The  State  railroad  commissioners,  in  joint  meeting  in  March,  1889, 
by  resolution  unanimously  adopted,  urged  the  Interstate  Commerce 
Commission — 

to  consider  what  can  be  done  to  prevent  the  !oss  of  life  and  limb  in  coupling 
and  uncoupling  freight  cars,  and  in  handling  the  brakes  of  such  cars. 

The  representatives  of  the  State  governments  have  always  realized 
the  danger  and  insecurity  of  any  divided  responsibility  as  to  neces- 
sary regulations  for  the  safety  of  travel.  Their  cooperation  at  all 
times  has  aided  in  the  establishment  of  these  safety  laws  upon  an 
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enduring  basis.  Both  State  and  Federal  authorities  have  recognized 
that  the  safety  of  travelers  and  employees  is  demanded  by  the  highest 
obligations  of  natural  law,  and  therefore  that  any  regulation  neces- 
sary to  protect  the  safety  of  human  life  is  entitled  to  the  support  of 
all  authorities  without  question  as  to  sovereignty  over  the  subject 
matter. 

It  is  a  matter  of  comment  and  congratulation  that  in  no  case 
since  the  enactment  of  the  Federal  law  of  1893  upon  this  subject,  has 
there  been  raised  by  any  of  the  State  commissions  any  question  of 
authority  which  in  any  degree  impeded  the  work  of  the  Interstate 
Commerce  Commission  in  the  enforcement  of  these  laws.  On  the 
contrary,  the  support  and  sustaining  influence  of  the  State  commis- 
sions has  at  all  times  been  assumed  to  exist,  and  the  yearly  proceed- 
ings of  these  conferences  of  the  State  commissions  have  afforded 
evidence  of  their  active  support  of  Federal  legislation  upon  this 
subject. 

Between  all  officials  of  State  and  Nation  there  ought  always  to 
exist  this  same  harmonious  cooperation  for  the  public  welfare. 

Where  admitted  wrongs  of  any  kind  exist  the  lawful  power  of 
both  State  and  Nation  should  be  exercised  toward  their  redress.  Citi- 
zens of  States  are  citizens  of  the  United  States. 

The  powers  of  both  State  and  Nation  combined  are  none  too  great 
for  the  elimination  of  wrong.  No  evil  should  find  any  countenance 
or  be  able  to  sustain  itself  even  temporarily  by  fostering  any  appear- 
ance of  a  conflict  between  the  powers  of  State  and  Nation. 

The  highest  end  and  aim  of  government  is  the  protection  of  the 
welfare  and  the  promotion  of  the  happiness  of  all  the  people.  This 
end  can  only  be  secured  by  harmony  and  cooperation  between  State 
and  Federal  officials  and  by  the  exercise  in  the  public  interest  of  such 
powers  of  either  or  both  as  may  be  lawfully  applicable  and  reasonably 
conducive  to  its  accomplishment. 

C.  C.  McCiiORD,  Chairman. 

Mr.  KILPATRICK,  of  Illinois  (continuing).  This  report  is  signed  by 
the  chairman,  Hon.  C.  C.  McChord;  by  Mr.  Sullivan,  of  Ohio;  Mr. 
Prentis,  of  Virginia;  Mr.  Finn,  of  Kentucky;  and  myself.  I  have 
not  heard  from  the  other  members  of  the  committee.  In  order  to 
get  it  properly  before  the  convention,  I  move  its  adoption. 

The  report  was  adopted. 

BEPORT  OF  COMMITTEE  ON  TIME  AND  PLACE  OF  NEXT  CONVEN- 
TION. 

Mr.  GOTELLIN.  of  Ohio.  The  committee  on  time  and  place  begs 
leave  to  report,  recommending  that  the  next  annual  meeting  of  the 
National  Association  of  Railway  Commissioners  be  held  at  Wash- 
ington, D.  C.,  beginning  Tuesday.  November  19,  1912.  The  report 
is  signed  by  all  members  of  the  committee. 
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Mr.  IIi:i;i.\<;.  of  Maryland.  I  move  the  adoption  of  the  report. 

Mr.  Kiu'ATRicK,  of  Illinois.  I  move  to  amend  by  striking  out  the 
words  "  Washington,  D.  C.,"  and  inserting  "  Detroit,  Mich.,"  and  the 
time  as  the  third  Tuesday  in  August  of  1912. 

Mr.  GLASGOW,  of  Michigan.  I  second  the  motion,  and  in  support- 
ing the  motion  of  Mr.  Kilpatrick  I  desire  to  say  that  I  recognize  the 
many  benefits  to  be  derived  from  meeting  in  the  rooms  of  the  Inter- 
state Commerce  Commission.  But  if  the  meeting  is  to  be  changed 
and  you  want  to  go  to  one  of  the  finest  cities  in  this  country,  with  a 
population  of  a  half  million,  with  ample  hotel  accommodations,  and 
plenty  of  opportunities  to  reach  it  both  by  rail  and  by  water,  where 
everything  will  be  provided  for  3^011  without  expense,  so  far  as  rooms, 
stenographers,  and  so  forth,  are  concerned,  I  have  the  honor  to  bear 
the  invitation  from  the  Detroit  Board  of  Commerce  for  this  associa- 
tion to  come  to  Detroit  for  its  meeting  in  1912. 

Mr.  WATSON,  of  Oklahoma.  At  the  last  meeting  of  this  association 
I  told  the  members  of  the  association  that  Oklahoma  City  was  going 
to  ask  for  the  next  meeting;  but  conditions  have  changed  some- 
what. We  have  had  two  successive  droughts,  which  oppress  us 
somewhat.  I  have  a  telegram  from  the  Chamber  of  Commerce  of  * 
Oklahoma  City,  received  yesterday,  wanting  to  know  something 
about  the  prospects  of  the  next  meeting  there.  Our  commission  a 
short  time  ago  took  up  the  question  among  ourselves,  and  we  de- 
cided that  in  view  of  the  fact  that  Oklahoma  City  had  donated  largely 
toward  getting  twro  more  railroads  there  and  because  of  the  excessive 
droughts  that  there  had  been  on  us  this  summer  wTe  would  postpone 
asking  this  association  to  come  to  Oklahoma  City  until  the  next 
meeting.  We  are  very  anxious  for  you  people  to  meet  with  us  two 
years  hence.  I  believe,  my  friends,  that  we  have  come  to  Washington 
here  until  we  feel  like  we  want  to  go  a  little  west  and  get  into  new 
pastures  and  new  fields  and  recuperate  somewhat. 

Those  places  out  West  would  be  good  for  you  to  go  to.  Oklahoma 
City  10  years  ago  had  less  than  10,000  population.  To-day  it  has 
over  70,000  population,  and  we  can  show  you  skyscrapers  there  until 
you  would  think  you  were  getting  up  into  the  other  world  by  looking 
at  them,  and  especially  if  you  were  to  go  up  in  them.  We  are 
anxious  for  this  association  to  make  its  arrangements  to  come  to 
Oklahoma  City  two  years  hence.  We  are  going  to  invite  you  there, 
and  we  are  going  to  try  and  show  you  a  good  time,  although  some 
gentleman  asked  me  j-esterday  if  we  had  any  brewery  there  to  invite 
him  to.  I  told  him  we  did  not,  but  we  could  show  him  a  toAvn  that 
looked  like  a  handsome  woman  well  dressed — everything  new.  I 
might  add,  by  way  of  parentheses,  that  we  can  show  you  as  many 
handsome  women  to  the  square  block  as  any  city  in  the  United  States. 
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Mr.  KILPATRICK,  of  Illinois.  The  reason  for  my  motion  is  purely 
a  business  reason.  I  do  not  know  anything  about  the  particular 
benefits  of.  the  scenery  and  anything  of  that  kind  that  are  to  be 
offered  in  Detroit,  more  than  I  know  the  city  and  know  of  its  ca- 
pacity to  entertain  a  convention  of  any  size. 

My  particular  reason  for  getting  toward  the  center  of  the  United 
States  is  a  matter  that  appeals  to  me,  namely,  to  give  opportunity 
for  the  members  of  the  commissions  of  the  Western  States  to  be  in 
attendance  at  these  conventions.  It  is  too  much,  in  my  opinion,  to 
ask  the  commissioners  from  California.  Oregon,  and  Washington  to 
come  here,  all  the  way  across  the  continent,  at  a  loss  of  time  to  those 
commissioners  of  not  less  than  four  weeks,  in  order  to  be  in  attendance. 

The  Eastern  States  do  not  seem  to  appreciate  the  fact  that  we  come 
to  their  doors,  because  Maine  and  Connecticut  and  Vermont,  and 
some  of  these  States  on  the  eastern  coast,  have  not  availed  them- 
selves of  the  fact  we  are  right  here,  where  they  can  be  in  attendance 
at  the  convention.  Therefore  I  think  we  ought  to  go  to  Detroit.  We 
would  offer  you  the  same  advantages  in  Chicago  if  you  came  there, 
but  I  think  we  ought  to  go  to  the  center  of  the  country  as  near  as  we 
possibly  can  as  an  inducement  for  these  western  commissioners  to  be 
in  attendance  at  these  conventions  without  the  necessity  of  spending 
four  weeks'  every  year  for  that  purpose.  I  hope  that  the  members  of 
this  convention  will  decide  to  accept  the  invitation  of  the  chairman  of 
the  Michigan  commission  to  go  to  Detroit,  Mich.,  for  the  next 
meeting. 

Mr.  DECKER,  of  New  York.  I  have  very  little  to  say  concerning  the 
selection  of  Washington  as  the  place  of  meeting  for  the  association, 
for  everybody  knows  that  in  Washington  we  work.  We  have  had 
now  three  highly  successful  meetings  of  this  association  in  the  city 
of  Washington.  The  only  really  successful  meetings  we  have  ever 
had  have  been  in  the  city  of  Washington.  We  have  every  con- 
venience supplied  us  by  the  Interstate  Commerce  Commission.  We 
have  the  best  reporting  talent  in  the  United  States  supplied  to  us. 
We  have  the  proceedings  of  the  convention  of  to-day  printed  and  in 
our  laps  the  next  morning.  We  are  at  the  fountainhead  of  law.  We 
can  get  information  of  every  kind  and  nature  here  which  pertains  to 
our  work. 

Moreover,  we  come  here  to  work  and  carry  out  the  purposes  of  this 
association,  and  we  do  not  spend  the  money  of  our  own  commissions 
in  going  somewhere  to  recuperate  and  have  a  good  time.  I  do  not 
believe  any  member  of  this  association  wants  to  turn  the  association 
meetings  into  matters  of  pleasure  or  opportunities  for  pleasure.  We 
sincerely  want,  all  of  us,  to  come  here  and  discharge  the  duties  which 
are  laid  upon  us.  The  influence  of  this  national  association  is  becom- 
ing great.  It  is  no  longer  a  perfunctory  body.  It  is  a  working  body, 
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and  what  it  says  in  these  proceedings  is  read  by  those  who  are  con- 
cerned in  what  we  say,  and  there  are  a  great  many  in  various  quarters 
who  are  concerned.  I  want  to  say  that  the  success  of  this  meeting  is 
due  to  the  fact  that  we  all  attend  here  to  work  day  and  night,  and  we 
have  had  no  other  possible  object  in  view. 

With  regard  to  next  year,  a  presidential  campaign  will  be  upon 
us.  It  is  practically  impossible  for  us  to  expect  any  great  attend- 
ance at  the  meeting  of  the  association  if  it  is  held  before  election, 
and  it  seemed  best  for  the  committee  to  put  the  time  for  the  meeting 
soon  after  election.  And  having  determined  that,  it  seemed  best,  in 
connection  with  the  other  considerations  I  have  mentioned,  on  all 
accounts,  to  come  to  Washington.  It  seems  to  me  that  all  the  con- 
siderations are  in  favor  of  Washington  for  the  next  meeting  place 
of  this  association. 

Mr.  GLASGOW,  of  Michigan.  Bear  with  me  just  a  moment  to  say, 
with  great  deference  for  the  statements  of  my  friend,  Mr.  Decker, 
of  New  York,  that  I  can  understand  how,  entirely  from  a  personal 
standpoint,  he  would  be  pleased  to  have  the  meeting  in  Washing- 
ton or  some  place  near  New  York. 

Mr.  DECKER,  of  New  York.  Not  at  all. 

Mr.  GLASGOW,  of  Michigan.  Yet  I  think  the  argument  of  my  friend 
from  Chicago  should  be  given  considerable  weight — that  the  repre- 
sentatives from  the  far  West  in  two  days  and  two  nights  can  land 
in  Detroit,  which  they  can  not  do  here.  Also,  that  in  the  same  length 
of  time  our  friends  from  the  East  and  the  South  can  land  in  Detroit. 
If  the  time  is  bad,  as  suggested  by  Mr.  Decker — and  I  am  not  tak- 
ing any  exception  to  that — then  these  entertainments  to  which  he 
refers,  which  will  divert  the  mind  of  the  average  man  and  keep  him 
away  from  his  duties,  will  be  frozen  up  in  Detroit.  So  that  every- 
thing he  offers  for  Washington  we  can  offer  except  the  Monument 
and  the  Federal  buildings ;  you  can  have  all  the  rest  in  Detroit.  You 
can  have,  by  the  great  daily  press  and  outside  press,  your  proceedings 
laid  upon  your  desk  the  next  morning.  You  can  have  anything  you 
want  to  eat  and  drink.  If  you  want  pleasure,  it  is  right  at  hand, 
and  then  Detroit  is  so  centrally  located. 

While  I  believe  that  great  benefit  is  derived  from  association  with 
the  Interstate  Commerce  Commission  in  Washington,  I  believe  that 
they  will  be  willing  to  send  a  representative  to  the  city  of  Detroit 
during  the  deliberations  of  the  next  meeting  of  this  association. 
Therefore  I  believe  ever}''  argument  that  my  friend  Mr.  Decker  has 
urged,  except  the  personal  attendance  of  the  several  members  of 
the  Interstate  Commerce  Commission,  can  be  urged  for  the  city  of 
Detroit.  It  is  more  centrally  located ;  and  I  will  assure  you  that  so  far 
as  precedent  goes  it  has  been  shown  the  people  in  Detroit  work  fully 
as  well  as  the  fellows  who  come  to  Washington. 
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Mr.  XILKS,  of  New  Hampshire.  I  move  that  the  question  be 
divided  that  the  association  can  vote  separately  on  the  time  and  place 
of  the  meeting. 

Mr.  STAI-LKS.  of  Minnesota.  It  is  in  order  to  divide  the  question. 

Mr.  MILLS,  of  Minnesota.  I  appreciate  the  advantages  of  Detroit, 
but  we  have  had  some  experience  in  this  association  with  going  out- 
side of  Washington.  As  Mr.  Decker  said,  the  only  good  conventions 
we  have  had  are  those  that  have  been  held  here.  We  get  better 
attendance  here  from  all  over  the  country  than  we  get  any  pla<-<-  • 
We  all  know  the  advantages  of  coming  here,  and  if  we  get  away  again 
it  will  be  just  the  same  thing  over  that  we  had  before.  The  m<vi 
will  become  junketing  expeditions.  Commissioners  would  COMH-  t<> 
you  and  ask  you  to  come  to  their  town.  The  place  of  the  meeting 
of  this  convention  would  be  put  up  at  auction,  and  the  places  would 
be  taken  which  would  oft'er  us  the  greatest  inducement  in  the  way  of 
entertainment.  I  remember  the  first  time  that  we  went  away  from 
Washington.  It  was  to  St.  Louis.  A  morion  was  made  by  one  of 
the  members  that  we  should  hurry  up  the  proceedings  or  debate  on 
some  important  question,  so  that  we  would  have  time  to  go  down  to 
the  Anheuser-Busch  brewery  and  see  that. 

People  are  proud  of  their  towns;  they  like  to  show  them  to  us. 
They  like  us  to  take  a  good  impression  home  with  us.  and  instead  of 
attending  to  this  business  that  is  what  we  did.  We  went  around  : 
were  entertained.  And  the  place  that  would  offer  the  greatest  in- 
ducement was  the  place  that  got  the  most  votes.  Even  sober,  staid 
members  of  this  convention  voted  more  for  the  junket  than  the}-  did 
for  the  benefit  of  the  convention. 

Mr.  HILL,  of  Georgia.  Looking  solely  to  the  good  of  this  associa- 
tion, I  believe  it  ought  to  meet  in  the  city  of  Washington.  Person- 
ally I  would  be  ver}^  glad  indeed  to  go  to  Detroit.  I  have  never 
visited  that  city.  It  is  about  as  near  from  my  home  as  Washington 
is,  and  there  are  many  inducements  offered  by  the  commissioner  from 
Michigan.  But  if  we  really  want  to  make  the  meetings  of  this  asso- 
ciation a  success,  as  I  believe  they  have  been  a  success  for  the  last 
several  years,  we  have  every  facility  here  for  making  them  so. 

I  recall  with  Judge  Mills  the  time  when  we  used  to  junket  about 
over  the  country  as  far  west  as  Deadwood  and  even  farther.  So- 
cially it  was  delightful.  I  enjoyed  them.  But  you  could  scarcely 
keep  the  members  of  the  association  in  the  association  room  on  ac- 
count of  the  attractions  and  the  inducements  offered  to  see  this  place. 
that  place,  and  the  other  place.  Here  we  have  every  facility:  we 
are  tendered  this  audience  chamber;  we  are  tendered  these  reporters 
to  take  down  everything  that  is  said  and  clone  here;  we  are  tendered 
stationery,  and  every  facility  for  carrying  <»n  the  work  of  this  a- 
elation.  That  being  true,  I  think  we  ought  to  meet  here,  as  we  have 
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done,  in  order  that  the  sessions  of  this  association  may  be  as  valuable 
as  they  can  be. 

I  was  a  member  of  this  committee  which  agreed  to  the  report  which 
has  been  made  by  the  gentleman  from  Ohio.  '  We  heard  these  gentle- 
men on  3^esterday  afternoon.  We  considered,  and  considered  thought- 
fully and  carefully,  the  different  places  which  were  named.  We  con- 
sidered everything  with  relation  to  the  best  interests  of  this  associa- 
tion. Taking  everything  into  consideration  the  committee  came 
unanimously  to  the  conclusion  that  we  ought  to  meet  where  we  have 
met  for  the  last  several  years.  Here,  in  addition  to  the  things  I  have 
named,  we  meet  writh  the  Interstate  Commerce  Commission.  If  it 
was  held  in  Detroit,  possibly  we  would  h^ve  but  one  or  two  of  them 
there  present.  If  it  met  there,  I  doubt  whether  we  would  have  any 
more  members  from  the  far  West  than  we  have  here.  That  is  urged 
nearly  every  }rear  when  they  seek  to  carry  the  association  away  from 
Washington.  But  the  fact  remains  that  the  members  from  the  far 
West  are  punctual  in  their  attendance  upon  the  sessions  of  this  asso- 
ciation in  Washington.  They  would  have  been  here  from  the  State 
of  Washington  but  for  the  unfortunate  and  untimely  death  of  their 
commissioner,  as  you  have  heard. 

They  come  here ;  they  will  continue  to  come  here.  The  attendance 
has  been  larger  here  and  more  interest  has  been  had  here  than  at  any 
other  places  away  from  Washington  where  I  have  attended  the 
meetings.  So  I  hope  that  in  the  wisdom  of  this  association  they  will 
decide,  looking  solely  to  the  good  of  the  association  and  not  to  the 
outside  inducements  that  may  be  offered,  to  come  back  here  next  year. 

Mr.  WATSON,  of  Oklahoma.  I  am  somewhat  surprised  at  my  friend 
Judge  Hill  for  thinking  there  are  no  attractions  in  Washington  for 
the  members  of  this  association  to  visit.  In  the  early  days  of  this 
association  everything  was  new,  but  at  this  time  the  association  is 
well  organized  and  we  all  know  what  we  come  to  attend  to,  and  with 
all  the  attractions  in  Washington  City  we  have  been  attending  to  the 
business  of  this  association;  and  if  wre  have  attended  to  business  in 
Washington  City,  with  all  its  attractions,  why  can  we  not  do  the  same 
thing  in  Detroit? 

Washington  City  is  not  the  only  spot  on  earth  to  go  to.  We 
can  go  to  any  place  in  the  West  and  accomplish  the  same  purpose 
that  we  can  here.  I  think  it  is  time  for  us  to  break  away  from  the 
East  and  get  closer  to  the  West.  As  one  of  the  gentlemen  remarked, 
we  have  no  attendance  from  the  far  Northwestern  States,  and  I  might 
add  we  haA-e  very  little  attendance  from  the  Southwestern  States. 
But  if  we  move  this  association  farther  west  a  few  times  we  will  get 
those  people  interested,  and  likely  they  would  come  with  us;  and  in 
a  few  years  if  AVC  were  to  come  back  to  Washington  possibly  every- 
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thing  would  look  a  little  newer  to  them  then  than  it  does  to-day,  and 
they  might  want  to  come  back. 

Another  thing.  In  regard  to  the  Interstate  Commerce  Commis- 
sion, these  fellows  have  "been  here  so  long  that  I  am  afraid  they  will 
get  stale.  We  ought  to  take  them  out  and  air  them  a  little  and  let 
them  get  some  fresh  air.  I  think  it  would  do  them  good,  and  I 
believe  it  will  be  better  for  them  to  go  west.  I  know  it  will  be  bet- 
ter for  my  friend  Mr.  Decker  to  take  a  trip  west,  and  for  all  these 
eastern  fellows  to  do  the  same  thing,  and  I  hope  you  will  all  vote 
for  Detroit  this  time  and  Oklahoma  City  next  time. 

The  PRESIDENT.  The  question  is  upon  the  place  of  meeting.  We 
vote  first  on  the  amendment  of  the  gentleman  from  Illinois  to  the 
effect  that  we  shall  meet  in  Detroit. 

A  rising  vote  being  taken,  resulted  in  19  for  Detroit  and  28  for 
Washington. 

The  PRESIDENT.  Washington  is  the  choice  of  the  convention  for  the 
next  meeting. 

The  next  question  is  the  fixing  of  the  time  for  our  meeting. 

Mr.  KILPATRICK,  of  Illinois.  I  wish  to  withdraw  my  motion  to 
amend  the  report  as  to  the  time. 

Mr.  GOTHLIN,  of  Ohio.  That  will  leave  the  committee's  report  just 
as  it  was : 

Your  committee  recommends  that  the  next  annual  meeting  of  the  National 
Association  of  Railway  Commissioners  be  held  at  Washington,  D.  C.,  beginning 
Tuesday,  November  19,  1912. 

I  move  the  adoption  of  the  report. 
The  motion  was  carried. 

FURTHER  PARTIAL  REPORT  OF  THE  EXECUTIVE  COMMITTEE. 

Mr.  DECKER,  of  New  York.  We  are  about  to  report  on  a  rec- 
ommendation made  in  the  annual  address  of  the  president.  I  refer 
to  a  condition  of  affairs  which  has  been  obtaining  so  long,  whereby 
orders  of  State  commissions  arc  subject  to  writs  of  injunction 
from  Federal  courts  and  are  thereby  stayed  for  very  long  periods. 
That  practice  totally  eliminates  the  action  of  State  courts  upon 
State  matters.  The  proposition  has  been  made,  not  only  here  in 
this  association,  biit  in  the  association  of  attorneys  general,  and  it 
has  heretofore  been  in  a  way  presented  to  Congress.  It  seems  the 
time  has  come  when  there  should  be  some  plain,  distinctive  measure 
introduced  in  Congress  and  pushed  as  far  as  persuasion  can  go,  that 
so  far  as  the.  action  of  State  commissions  goes  or  the  operation  of 
State  laws  goes,  they  should  be  passed  upon  by  State  courts,  and  that 
then,  if  the  defeated  party  so  desires,  the  case  may  be  taken  under  the 
general  judicial  code  to  the  Supreme  Court  of  the  United  States. 
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So  the  executive  committee,  in  obedience  to  these  general  demands, 
has  prepared  this  resolution : 

Resolved,  That  we  recommend  that  section  265  of  the  new  judicial  code, 
which  becomes  effective  January  1,  1912,  be  amended  and  reenacted  so  as  to 
read  as  follows: 

SEC.  265.  The  writ  of  injunction  shall  not  be  granted  by  any  court  of  the 
United  States  to  stay  proceedings  in  any  court  of  the  United  States  or  to  stay 
proceedings  in  any  court  of  the  States  except  in  cases  where  such  injunction 
may  be  authorized  by  any  law  relating  to  proceedings  in  bankruptcy. 

That  is  as  far  as  that  section  now  goes,  and  to  that  we  proposed  to 
add  the  following: 

Nor  to  suspend  or  restrain  the  enforcement,  operation,  or  execution  of  any 
statute  of  a  State,  or  any  order,  rule,  or  regulation  having  the  force  of  a  stat- 
ute of  a  State,  or  order,  rule,  or  regulation  made  by  a  commission  or  body 
authorized  by  State  laws  to  regulate  and  control  common  carriers  or  other 
public-service  corporations. 

I  move  the  adoption  of  the  resolution. 
The  motion  was  carried. 

Mr.  GOTHLIN,  of  Ohio.  In  the  president's  address  there  appears 
the  following  paragraph: 

In  this  connection  permit  me  to  say  that  I  think  the  National  Association 
of  Railway  Commissioners  should  urge  upon  the  Congress  of  the  United  States 
to  enlarge  the  powers  of  the  Interstate  Commerce  Commission  so  as  to  give 
to  that  commission  ample  authority  to  require  the  most  exacting  supervision 
over  the  manufacture  of  all  the  products  entering  into  the  equipment  of  rail- 
roads, to  the  end  that  the  lives  of  the  public  who  ride  upon  the  railroads  and 
the  employees  who  must  operate  them  may  be  more  nearly  safeguarded. 

With  reference  to  this  recommendation,  the  executive  committee 
recommends  that  it  be  referred  to  the  incoming  committee  on  safety 
appliances  for  their  consideration. 

The  PRESIDENT.  Without  objection,  it  will  be  so  referred.  Hear- 
ing no  objection,  it  is  so  ordered. 

Mr.  GOTHLIN,  of  Ohio.  In  the  same  connection  in  the  report  of 
the  president  appears  a  recommendation  by  the  president  with  refer- 
ence to  express  business.  After  giving  this  matter  consideration, 
the  executive  committee  is  of  opinion  that  inasmuch  as  the  whole 
question  has  been  discussed  and  practically  all  features  of  express 
rates  and  express  service  referred  to  a  new  committee,  which  will 
be  appointed,  we  deem  it  inadvisable  to  make  any  further  recom- 
mendation. 

Mr.  STAPLES,  of  Minnesota.  I  want  to  invite  attention  for  a  mo- 
ment to  the  resolution  which  the  convention  has  just  adopted,  the 
one  offered  by  Mr.  Decker. 

The  mere  fact  that  we  resolve  upon  that  subject,  as  we  have  several 
times  in  the  past  or  at  several  sessions  in  the  past,  seems  to  advance 
the  matter  very  slowly,  if  at  all.  I  therefore  wish  to  move  at  this  time 
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that  this  resolution  or  the  subject  matter  of  this  iv-olution  be  referred 
to  the  committee  on  legislation,  with  instructions  to  take  such  action 
as  they  may  deem  best  to  properly  bring  this  matter  to  the  attention 
of  Congress,  that  the  law  may  be  amended  to  accomplish  the  object 
set  forth  in  this  resolution. 
The  motion  was  carried. 

REPORT   OF   COMMITTEE   ON   MEMORIALS. 

Mr.  KLLPATRICIY,  of  Illinois.  I  have  the  report  of  the  committee 
on  memorials,  to  whom  was  assigned  the  duty  of  recognizing  the 
loss  by  this  association  of  several  of  its  members. 

Your  committee  on  memorials  reports  that  we  record  tl;e  death  <>i  ihe  follow- 
ing former  members  of  the  National  Railway  Commissioners'  Association:  The 
Hon.  W.  L.  Eaton,  of  Iowa  :  the  Hon.  Joe  P.  Rice,  of  Missouri;  the  Hon.  H.  A. 
Fail-child,  of  Washington;  the  Hon.  Edward  A.  Moseley.  of  Massachusetts;  the 
Hon.  J.  M.  Sullivan,  of  South  Carolina;  the  Hon.  L.  J.  Storey,  of  Texas;  the 
Hon.  W.  H.  Cowgill,  of  Nebraska. 

We  present  this  resolution  as  a  testimonial  of  our  respect  and  esteem  for  our 
departed  coworkers,  and  tender  our  sincere  sympathy  to  their  respective  families 
in  their  great  bereavement. 

Respectfully  submitted. 

LACKENCK  B.  FINN,  ('Jininnitii. 
F.  C.  ROBINSON. 
WILLIAM  KILPATRICK.. 

I  move  the  adoption  of  the  memorial  resolution. 

The  motion  was  carried. 

Mr.  DECKER,  of  New  York.  I  desire  to  state  to  the  convention 
that  this  is  the  first  report  upon  this  extremely  important  sub- 
ject which  has  been  presented  to  this  association,  and  the  chair- 
man of  this  committee,  in  preparing  the  report,  and  the  members  of 
the  committee  who  have  examined  it,  feel  rather  diffident  about  taking 
positions  in  relation  to  that  subject  of  regulation,  which  only  in 
recent  years  has  extended  to  numerous  States.  But  it  was  felt  that 
some  general  observations  should  be  made  upon  the  subject,  and  they 
are  herewith  submitted : 

REPORT    OF    COMMITTEE    ON    RAILWAY    CAPITALIZATION. 

The  regulation  of  the  issuance  and  sale  of  railway  stock  and  bonds 
and  other  forms  of  railway  securities  has  been  practiced  in  Massa- 
chusetts and  New  York  during  many  years.  Wisconsin  provides  in 
her  statutes  for  such  regulation  by  its  railroad  commission,  and  sev- 
eral other  States  have  undertaken  the  task.  Latterly  the  statutes  of 
various  States  have  been  amended,  with  a  view  to  rendering  more 
precise  and  effective  the  restrictive  legislation  in  those  States  upon 
this  subject.  For  a  long  period  Massachusetts  has  undertaken  to 
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place  regulating  restrictions  upon  railway  capitalization.  In  that 
State  much  of  the  pioneer  work  in  the  development  of  this  class  of 
regulation  has  been  done.  Regulation  of  railway  capitalization  by 
the  States  is  extending  and  becoming  a  fixed  part  of  effective  schemes 
of  governmental  railway  supervision. 

It  has  not  been  practicable  for  the  committee  to  compare  the  work 
of  the  State  commissions  as  relating  to  regulation  of  railway  capi- 
talization issues,  but  it  is  important  that  such  labor  of  comparing 
statutes,  extensive  though  it  be.  should  be  undertaken  by  a  com- 
mittee of  the  association  at  an  early  day,  so  that  it  may  be  definitely 
stated  how  far  uniformit}*  has  progressed,  and  conclusion  be  readied 
as  to  the  extent  that  greater  uniformity  is  desirable.  The  commit- 
tee on  this  subject  should  also  take  under  consideration  the  practical 
necessity  of  uniform  treatment  by  two  or  more  State  commissions 
of  a  stock  or  bond  application  presented  by  a  carrier  operating 
in  each  State.  These  applications  have  hitherto  been  given  like  de- 
termination in  Massachusetts  and  New  York  as  to  lines  operated 
in  both  States.  This  is  not  a  matter  of  great  difficulty,  since  the 
principles  underlying  the  regulations  are  simple  in  the  main,  and 
the  object  to  be  attained  is  the  prevention  of  improper  charges  against 
the  property. 

In  the  issuance  of  these  railway  securities  primarily  the  public  is 
concerned  in  that  they  shall  be  sold  for  their  full  value  and  the  pro- 
ceeds applied  to  the  construction  or  improvement  of  railway  prop- 
erty. Secondarily,  but  in  an  important  degree,  the  general  public 
has  strong  interest  in  the  proportion  of  stock  to  bonds  and  in  the 
improvement  of  railway  properties  without  unnecessary  additions  to 
the  bond  interest  or  fixed  charge  account.  Unnecessary  additions  to 
the  carrier's  debt  account  impose  limitations  upon  the  ability  of  the 
carrier  to  keep  up  or  improve  its  service  and  directly  charge  the  reve- 
nues of  the  carrier  which  are  derived  from  the  carrying  of  passen- 
gers and  property.  It  is  not  difficult  to  see  how  the  existence  of 
heavy  debt  burdens  impels  railway  managers  to  seek  in  every  prac- 
tical way  to  increase  rates. 

The  owners  of  railway  stock  and  the  owners  of  railway  mortgage 
securities  have  direct  interest  in  the  prevention  of  unnecessary  ad- 
ditions to  bond  and  other  general  debt  accounts.  Whatever  increases 
the  equity  of  shareholders  serves  their  interest,  and  whatever  adds 
to  the  property  value  without  increasing  the  debt  renders  more  secure 
the  investment  of  the  bondholder.  Nevertheless,  the  history  of  our 
railroads  bristles  with  financial  transactions  inimical  to  the  interests 
of  the  owners  and  creditors  of  these  great  properties.  It  is  not  im- 
portant here  to  go  into  the  details  of  that  history  nor  to  disclose  the 
difficult  financial  situations  under  which  railway  managers  have 
often  been  compelled  to  take  undesirable  action  under  the  stress  of 
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forceful  conditions.  It  is  sufficient  to  say  that  the  interests  of  stock- 
holders and  bondholders  and  of  the  people  as  compulsory  customers 
of  the  railways  have  not  been,  in  the  absence  of  governmental  regula- 
tion, protected  in  any  reasonable  degree.  That  such  regulation  is 
indispensable  to  the  conservation  of  the  true  interests  of  the  corpora- 
tions, its  shareholders  and  creditors,  and  the  interests  of  the  general 
public,  is  fast  coming  into  general  recognition. 

Regulation  of  railway  corporations  in  New  York  in  respect  to 
capitalization  may  be  referred  to  briefly.  For  many  years  the  State 
has  had  upon  its  statute  books  a  law  prohibiting  the  issuance  of  stock 
or  bonds  except  for  money,  property,  or  labor  performed.  If  that 
law  meant  anything,  it  meant  the  issuance  of  stock  at  par  and  the 
issuance  of  bonds  to  their  full  obtainable  exchange  value.  The 
former  railroad  commission  had  certain  extremely  limited  powers  of 
regulation,  and  the  ineffectiveness  of  such  powers  to  enforce  even 
that  general  requirement  of  law  was  thoroughly  demonstrated.  The 
law  was  a  mere  form,  and  its  prohibitions  were  evaded  with  ease  and 
impunity.  In  1907  the  public-service  commissions  law  was  enacted, 
providing  for  full  investigation  and  restriction  by  the  commission  of 
the  issuance  and  sale  of  stock,  bonds,  notes,  and  other  evidences 
of  indebtedness  for  certain  specified  purposes,  namely,  acquisition 
of  property;  completion,  extension  or  improvement  of  facilities; 
improvement  or  maintenance  of  the  service  or  discharge  or  lawful 
refunding  of  obligations.  To  this  was  added  in  1910  a  provision  per- 
mitting reimbursement  of  the  carrier's  treasury  for  moneys  expended 
from  income  during  five  years  preceding  for  any  of  such  purposes, 
except  maintenance  of  service  and  except  replacements.  The  order 
of  the  commission  must  state  that  in  its  opinion  the  money,  property, 
or  labor  to  be  procured  or  paid  for  by  the  proposed  issue  is  or  has 
been  reasonably  required  for  the  purposes  specified  in  the  order,  and 
that,  except  as  otherwise  permitted  in  the  order,  in  the  case  of  bonds, 
notes,  and  other  evidence  of  indebtedness  such  purposes  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income. 

The  corporation  is  forbidden  to  apply  the  issue  or  proceeds  thereof 
to  any  purpose  not  specified  in  the  order  of  the  commission.  No  fran- 
chise or  right  to  be  a  corporation  may  be  capitalized,  and  no  con- 
tract for  consolidation  or  lease  may  be  capitalized,  the  capital  stock 
upon  merger  or  consolidation  shall  not  exceed  the  sum  of  the  capital 
stocks  of  the  constituent  companies,  and  no  bonds  may  be  issued 
against  or  as  a  lien  upon  a  contract  for  consolidation  or  merger. 
No  merger  or  consolidation  is  lawful  unless  approved  by  the  com- 
mission. No  mortgage  may  be  executed  by  a  carrier  until  the  con- 
sent of  the  commission  to  execute  such  mortgage  shall  be  first 
obtained,  and  this  enables  the  commission  to  pass  upon  the  form 
and  terms  of  the  proposed  mortgage. 
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Under  the  law  as  it  has  been  interpreted  by  the  commission  and 
courts  of  the  State,  replacements  are  not  permitted  to  be  capitalized. 
Under  the  most  exceptional  conditions  and  for  very  short  terms  an 
order  may  issue  to  cover  a  temporary  financial  exigency.  The  mini- 
mum price  at  which  bonds  or  other  evidences  of  debt  may  be  sold  is 
specified  in  each  order,  and  all  stock  must  be  issued  upon  the  basis 
of  par  value.  The  policy  of  the  commission  in  respect  of  new  com- 
panies authorized  to  build  a  railroad  is  to  make  such  allowance  for 
preliminary  work  and  for  organization  as  in  each  case  seems  rea- 
sonable. This  justly  takes  the  place  of  the  former  extravagant  ab- 
sorption of  stock  and  sometimes  of  bonds  for  the  purpose  of  satisfy- 
ing individual  claims  for  promotion  services.  The  commission 
allows  full  and  even  ample  compensation  for  such  services  as  may 
be  shown  in  each  case.  This  fully  recognizes  valid  claims,  but  pre- 
vents exploitation  of  the  corporation. 

These  statutory  provisions  and  their  administration  are  referred 
to  generally  as  an  example  of  regulation  for  capitalization  that  is 
working  well,  and  without  creating  hardship  upon  the  carriers.  The 
important  results  are  that  the  full  money  value,  or  as  nearly  as  that 
may  be  estimated,  is  obtained  for  railway  bonds  and  railway  notes. 
All  stock  issued  under  the  law  represents  a  full  par  value  return,  th'e 
proceeds  are  applied  to  proper  corporate  purposes,  and  fixed  capital 
accounts  of  the  companies,  which  represent  a  statement  of  the  cost 
value  of  the  property,  are  growing  more  and  more  to  be  mathematical 
statements  instead  of  estimates  of  value  designed  frequently  to  swell 
the  asset  side  of  general  balance  statements. 

The  proper  regulation  of  railway  capitalization  avoids  determina- 
tion as  to  the  propriety  of  proposed  improvements  or  betterments  or 
the  extension  of  lines  by  new  construction,  and  in  general  those  mat- 
ters of  corporate  policy  which  should  be  left  undisturbed  in  the  judg- 
ment of  the  company's  board  of  directors.  On  the  other  hand,  such 
regulation  to  be  effective  does  necessarily  include  prevention  of  the 
capitalization  of  replacements  and  any  other  part  of  operating  ex- 
penses or  any  of  the  interest  charges.  While  emergency  measures 
must  be  recognized,  and  at  times  heroic  steps  to  save  a  company  from 
insolvency  should  be  sanctioned,  they  constitute  rare  exceptions  to  be 
treated  on  their  merits  with  a  full  view  as  to  the  company's  ability 
shortly  to  recover  from  the  financial  embarrassment  so  presented. 
The  duty  of  a  railroad  company  to  refrain  from  producing  "  water  " 
in  its  capitalization  is  so  thoroughly  recognized  that  the  terms  "  pre- 
vention of  fraud  "  and  "  prevention  of  waste "  in  the  issuance  and 
sale  of  stock,  bonds,  and  other  evidences  of  debt  and  use  of  the  pro- 
ceeds may  be  taken  as  the  underlying  purposes  of  the  exercise  of 
governmental  power  in  respect  of  railway  securities.  Such  recogni- 
tion has  been  reached  through  the  exposition  of  repeated  mistakes 
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on  the  part  of  railway  managers  in  the  past,  decisions  of  courts,  fre- 
quent agitations  resulting  in  expressions  of  public  opinion,  the  con- 
currence of  wise  railway  officials  and  of  financiers,  and  latterly  the 
successful  operation  and  administration  of  restrictive  laws  in  the 
States. 

In  the  operation  of  such  laws  it  has  been  demonstrated  that,  after 
all,  financial  arrangements  can  be  made  as  they  were  before,  while 
the  purchase  price  of  new  security  issues  is  increased  greatly  by  the 
knowledge  of  investors  that  the  corporate  purposes  to  which  the 
proceeds  of  the  securities  are  to  be  applied  have  been  subjected  to  an 
impartial  government  investigation  and  have  been  found  to  call  for 
expenditure  of  the  money  involved.  Those  only  who  have  interest 
in  charging  the  debt  securities  of  railroads  with  extortionate  selling 
discounts  or  in  serving  other  personal  ends  opposed  to  the  welfare 
of  the  corporation  are  to  be  counted  as  opposed  to  reasonable  restric- 
tions upon  the  issuance  of  such  securities. 

A  practice  followed  by  a  great  number  of  carriers  in  the  past  and 
at  the  present  time  is  to  issue  bonds  for  all,  or  practically  all,  better- 
ments and  improvements.  It  is  clear  that  starting  with  a  stated 
amount  of  stock  and  a  stated  amount  of  bonds  and  constantly  in- 
creasing the  bonded  debt  as  the  necessity  for  capital  expenditure 
arises  does  not  operate  at  any  time  to  increase  the  value  of  the  share- 
holders' equity.  It  does  operate  to  increase  the  fixed  charges.  After 
long  operation  a  railroad  company  should  be  able  to  decrease  rather 
than  increase  its  mortgage  debt,  or  at  least  be  paying  a  substantial 
percentage  of  the  cost  of  betterments  and  improvements  from  the 
income  without  issuing  bonds  to  cover  such  percentage  of  betterment 
or  improvement  cost.  It  should  do  this  while  at  the  same  time  ac- 
cumulating a  surplus  which  it  keeps  available  for  use  in  times  of 
sparse  traffic  oiferings.  This  is  no  more  than  ordinary  business 
prudence  should  dictate,  and  a  course  that  is  pursued  by  prosperous 
business  corporations.  The  ever-swelling  fixed  charge,  except  as  met 
by  increased  traffic  returns,  tends  constantly  to  diminish  net  corporate 
income.  It  prevents  or  diminishes  the  return  to  stockholders,  and  is 
well  calculated  to  in  the  end  destroy  the  value  of  the  shareholders' 
equity  in  the  property.  By  that  course  the  reproduction  value  of  the 
property  may  be  increased,  but  the  net  earning  capacity  of  the  prop- 
erty may  be  decreased.  The  real  test  of  the  commercial  value  of  a 
railroad  property  is  found  in  its  net  earnings. 

The  practice  of  capitalizing  ail  improvements  and  betterments  has 
been  followed  in  Great  Britain  to  such  extent  as  to  awaken  serious 
apprehension  for  the  continued  prosperous  operation  of  various  com- 
panies and  fear  that  governmental  aid  may  be  necessary  in  the  not 
distant  future.  It  is  encouraging  to  note  that  banking  interests  are 
not  oblivious  to  the  situation  and  that  in  the  case  of  manv  smaller 
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compa nil's  they  have  insisted  that  new  mortgages  shall  contain  a 
clause  that  future  improvements  and  betterments  shall  not  be  made 
from  mortgage  bonds  beyond  a  stated  per  cent  of  their  cost.  A 
similar  safeguard  might  well  be  inserted  in  the  mortgages  of  all  com- 
panies and  the  influence  of  financiers  be  directed  upon  boards  of 
directors  to  the  end  that  some  fair  percentage  of  the  cost  of.  improve- 
ments and  betterments  shall  always  be  paid  from  income  without 
subsequent  capitalization.  This  conclusion  is  general  of  course  and 
not  intended  to  cover  every  case  regardless  of  exceptional  circum- 
stances. It  is  merely  desired  to  emphasize  the  economic  fact  that 
issuing  bonds  to  cover  sill  improvements  or  betterments,  or  all  ,mt 
an  insignificant  percentage  thereof,  may  be  followed  as  a  practice 
without  adverse  effect  under  continually  increasing  traffic  offerings 
and  large  additional  gross  revenues  during  a  period  of  years,  but 
when  traffic  offerings  diminish  considerably  and  gross  earnings  do 
not  increase  in  necessary  proportion  the  burden  of  increased  fixed 
charges  becomes  a  matter  of  first  consequence. 

We  have  a  number  of  highly  prosperous  railroad  systems  in  the 
United  States.  We  have  a  great  number  of  poor  railroads  in  this 
country,  some  of  which  are  in  that  condition  because  their  maximum 
traffic  is  comparatively  light  or  they  are  so  placed  that  very  low  com- 
pensation must  be  accepted.  But  most  of  these  poor  lines  would  be 
fairly  prosperous  if  their  stock  and  bond  issues  had  been  restricted 
by  the  business  prudence  which  actuates  the  prudent  manufacturer, 
and  if  such  issues  had  been  sold  for  the  full  money  value  in  each  and 
every  case,  the  stock  always  on  a  basis  of  not  less  than  par.  It  is 
anomalous  that  any  road  paying  substantial  dividends  regularly 
should  be  compelled  to  accept  less  than  par  as  a  net  price  for  its  5 
per  cent  bonds.  A  few  years  ago  4:  per  cent  was  considered  a  safe 
par  value  investment.  The  fact  is  that  investors  or  the  banking  in- 
terests by  whom  they  are  represented  scrutinize  with  great  care  the 
earning  capacity,  physical  condition,  and  managerial  policies  of  rail- 
roads, and  when  new  issues  are  offered  these  elements  are  given  full 
weight.  If  the  railroad  companies  of  this  country  had  been  subjected 
to  reasonable  regulation  of  their  capitalization  during  all  of  the  past 
five  or  six  decades,  Black  Fridays  would  rarely  appear  upon  the  pages 
of  financial  history,  and  sudden  receiverships  of  railroad  corpora- 
tions with  makeshift  reorganizations  would  not  constitute  frequent 
blots  upon  the  record  of  our  greatest  of  business  industries.  With 
such  sane  regulation  and  common  business  prudence  in  railroad 
affairs,  is  it  not  altogether  probable  that  rates  scheduled  upon  a  low 
basis  with  reference  to  actual  transportation  conditions  would  have 
remained  low,  and  the  violent  disruption  of  rate  adjustments  due  to 
asserted  necessity  for  increased  revenues  would  rarely  have  occurred? 
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Your  committee  is  impressed  with  the  necessity  for  uniformity  of 
State  laws  upon  railway  capitalization  and  suggests  that  before  many 
additional  States  enter  upon  this  field  of  regulation  efforts  be  made 
to  have  new  laws  which  are  proposed  in  States  follow  those  that 
have  worked  successfully  in  other  States  and  from  time  to  time  secure 
the  removal  of  substantial  variations  between  these  State  laws  by 
appropriate  legislation. 

As  all  are  doubtless  advised,  Federal  regulation  of  railway  capi- 
talization has  been  proposed  and  is  now  under  consideration.  A  com- 
mission to  consider  the  subject  has  been  appointed  by  the  President, 
under  authority  of  Congress,  and  will  doubtless  make  a  report  in 
the  near  future.  State  commissions  are  not  necessarily  opposed  to 
a  policy  of  Federal  regulation  on  this  subject.  The  interests  of  the 
States  are  concerned  chiefly  in  the  preservation  of  State  authority  over 
corporations  which  must  be  organized  under  State  laws.  All  ques- 
tions as  to  the  exercise  of  State  and  Federal  authority  in  matters  of 
railway  capitalization  must  be  deferred  for  consideration  pending 
the  actual  proposals  for  Federal  supervision  which  may  be  announced. 

MARTIN  S.  DECKER,  Chairman. 

O.  P.   GOTHLIN. 

JAMES  M.  AMBLER. 
CHARLES  A.  PROUTY. 
H.  T.  CLARK,  Jr., 
C.  L.  GLASGOW. 
ROBERT  R.  PREKTIS. 

Mr.  DECKER,  of  New  York.  Since  there  are  no  recommendations  in 
the  report,  I  merely  move  that  it  be  received  and  printed. 

Mr.  GOTHLIN,  of  Ohio.  This  subject  of  supervision  over  the  issu- 
ance of  securities  is  a  very  live  issue  in  our  State,  and  I  for  one  would 
like  to  get  all  the  information  I  can.  I  would  like  to  hear  a  very 
thorough  discussion,  even  though  the  report  has  made  no  recommen- 
dation. I  therefore  move  that  the  discussion  of  that  report  be  made  a 
special  order  for  11  o'clock  to-morrow  morning. 

The  motion  was  carried. 

Mr.  STAPLES,  of  Minnesota.  Can  we  learn  from  the  Chair  what 
further  subjects  and  matters  there  are  to  come  before  this  convention? 
I  do  not  wish  to  be  understood  as  wishing  to  limit  the  length  of  the 
session,  but  that  the  members  may  be  informed,  I  think  it  would  be 
well  for  the  Chair  to  indicate  at  this  time. 

The  PRESIDENT.  There  are  a  number  of  committees  yet  to  report,  as 
follows:  On  rates  and  rate  making;  on  telephone  and  telegraph  rates 
and  service;  on  powers,  duties,  and  work  of  State  railway  commis- 
sions ;  on  shippers'  claims  on  common  carriers :  on  railway  service  and 
railway  accommodations;  on  accounts  and  statistics  of  electric  rail- 
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ways;  and  the  matter  of  complimentary  resolutions  and  installation 
of  officers. 

No  report  has  been  made  by  the  committee  on  rates  and  rate 
making.  Since  I  have  been  in  the  city  I  have  received  a  letter  from 
the  chairman  of  that  committee,  who  states  he  has  prepared  a  lot  of 
data  to  work  up  a  report,  but  has  failed  to  make  one ;  and  he  is  not  in 
attendance  at  this  time.  If  we  are  to  deal  with  that  question  at  all. 
it  strikes  me  the  only  practical  way  to  do  is  to  give  those  present  a 
chance  to  speak  of  their  own  experiences  in  these  matters.  What  is 
the  pleasure  of  the  convention  on  that  matter? 

Mr.  WATSON,  of  Oklahoma.  I  think  the  way  you  outline  would  be 
a  very  good  way. 

The  PRESIDENT.  If  you  are  going  to  deal  with  it  in  that  way,  had 
we  not  better  put  it  off  and  let  some  other  report  be  taken  up  now 
that  is  printed  and  ready  to  be  presented? 

Without  objection,  that  course  will  be  pursued. 

We  will  now  have  the  report  of  the  committee  on  telegraph  and 
telephone  rates  and  service. 

Mr.  HILL,  of  Georgia.  The  committee  on  telephone  and  telegraph 
rates  and  service  desires  to  report  as  follows: 

REPORT   OF   THE    COMMITTEE   ON   TELEPHONE    AND   TELEGRAPH 
RATES   AND   SERVICES. 

The  last  session  of  the  National  Association  of  Railway  Commis- 
sioners adopted  the  following  resolution,  proposed  by  the  executive 
committee : 

Resolved,  That  a  new  regular  committee  be,  and  is  hereby,  established,  to  be 
known  r>.s  the  committee  on  telephone  and  telegraph  rates  and  service,  and  com- 
posed of  seven  members  appointed  by  the  president,  and  that  the  constitution 
of  this  tfssocintion  be,  and  is  hereby,  amended  accordingly. 

The  scope  of  the  work  of  this  committee  in  relation  to  these  sub- 
jects is  not  defined  except  as  above  set  forth.  It  is  somewhat  difficult, 
therefore,  to  formulate  a  report  unless  the  committee  better  know 
the  measure  of  its  duty  in  the  premises.  The  two  subjects  of  tele- 
phone and  telegraph  rates  and  service  are  so  diverse  and  dissimilar 
us  to  preclude  their  consideration  together,  except  in  so  far  as  gen- 
eral principles  of  law  or  practice  may  apply  to  both.  It  may  be 
assumed,  for  instance,  that  as  to  rates  both  telephone  and  telegraph 
companies  would  be  permitted  to  charge  just  and  reasonable  rates, 
as  the  common  carriers  are,  for  the  service  performed,  so  as  to  receive 
a  fair  return  in  revenue  upon  a  fair  valuation  of  the  property  de- 
voted to  the  public  service.  What  would  be  a  fair  return  would 
probably  vary  according  to  the  circumstances  and  conditions  of  each 
case,  and  it  would  therefore  be  necessary  to  determine  each  case 
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according  to  its  own  merits,  keeping  in  view  the  rules  of  law  ap- 
plicable to  public-service  corporations  and  the  limitations  fixed  by 
the  supreme  law  of  the  land. 

There  are  comparatively  few  precedents  to  guide  the  various  com- 
missions in  the  regulation  of  rates  and  service  of  these  public-service 
corporations.  In  fact,  they  are  of  comparative  recent  origin — the 
telephone  especially  being  first  used  about  187G  by  Dr.  Alexander 
Graham  Bell  as  an  experiment  at  the  Centennial  Exposition, 
until  now  there  are  in  use  in  this  country  something  like  7,000,000 
phones,  ramifying  every  nook  and  corner  of  our  broad  country,  until 
there  is  hardly  a  household  in  the  United  States  out  of  speaking  com- 
munication with  every  other  household,  however  remote.  The  service 
of  the  telephone  is  so  different  from  that  of  the  telegraph  that  they 
can  not  easily  be  compared.  The  fixing  of  rates,  therefore,  have  to 
be  upon  a  somewhat  different  basis  for  each.  For  instance,  in  sending 
a  telegraphic  message  it  may  be  transmitted  over  the  same  wire,  at 
the  same  time,  with  many  other  messages,  and  reach  its  destination 
safely,  accurately,  and  speedily.  But,  on  the  other  hand,  if  one  talks 
over  the  telephone,  however  long  the  distance,  the  operator  permits 
no  other  persons  on  the  line  but  the  two  at  each  end.  Thus  it  is  that 
the  two  parties  to  the  conversation  are  in  absolute  possession  of  the 
entire  line  during  the  entire  period  of  conversation.  This  exclusive 
use  of  an  entire  line  for  a  limited  period  calls  of  course  for  a  greater 
charge  than  in  the  case  of  the  telegraphic  message,  where  conditions 
are  different.  Conditions  so  vary  that  no  uniform  schedule  of  tele- 
phone rates  seems  to  be  in  effect  throughout  the  country,  except*  in 
certain  localities,  where  some  of  the  commissions  with  jurisdiction 
have  fixed  maximum  rates  for  a  certain  class  of  service;  nor  have 
many  of  the  commissions  adopted  general  rules  for  the  regulation  of 
telephone  and  telegraph  companies,  but  most  of  the  commissions 
have  contented  themselves  with  trying  and  deciding  each  case  upon  its 
merits  as  it  came  before  the  board. 

The  duty  of  every  corporation  is  to  render  to  the  public  efficient 
service  and  to  collect  a  reasonable  charge  for  such  service. 

In  determining  a  just  and  reasonable  rate  for  the  service  rendered, 
the  commission  should  take  into  consideration  the  efficiency  of  the 
service  as  well  as  the  amount  of  capital  devoted  to  the  public  use. 
There  are  many  elements  entering  into  a  reasonable  rate.  The  public 
is  willing  to  pay  a  reasonable  price  for  efficient  service,  but  it  is 
neither  willing  nor  should  be  required  to  pay  an  unreasonable  rate 
for  a  poor  service.  And,  on  the  other  hand,  the  corporation  which 
furnishes  efficient  service  should  be  allowed  to  charge  and  collect  rea- 
sonable rates  for  such  service,  else  there  is  little  to  stimulate  better 
facilities  and  better  improvements.  In  determining  what  is  a  fair 
rate,  therefore,  service  and  the  value  of  the  property  used  for  the 
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public  benefit  should  both  be  considered.  What  is  a  fair  value  of 
the  property  devoted  to  the  public  use  ?  And  what  is  the  efficiency  of 
the  service?  Is  it  a  good  service  or  is  it  a  poor  service?  What  sys- 
tem is  used  in  its  operation?  In  the  telephone  service  is  the  "mag- 
neto ''  or  the  "  central  energy  "  system  employed  ?  What  is  the  re- 
turn upon  the  capital  invested?  Is  that  return  a  fair  one?  These 
and  other  elements  are  to  be  considered  in  fixing  just  and  reasonable 
rates  for  the  service  performed. 

In  October,  1910,  the  Georgia  commission  had  occasion  to  investi- 
gate the  jurisdiction  of  State  commissions  over  telephone  and  tele- 
graph companies,  and  the  following  is  the  result  of  said  investigation : 

The  following  commissions  reported  that  they  had  jurisdiction,  but 
no  specific  telephone  rules:  Alabama,  Florida  (1911),  Georgia, 
Nebraska,  New  York  (second  district),  North  Carolina,  Oklahoma, 
South  Carolina,  South  Dakota,  and  Virginia.  Vermont  has  juris- 
diction, but  no  rules  except  requiring  the  filing  of  tariffs.  Wisconsin 
has  complete  jurisdiction  and  has  rules. 

These  commissions  have  no  jurisdiction  and  consequently  no  rules 
regulating  telephone  and  telegraph  companies:  Arizona,  Arkansas, 
California,  Connecticut,  Colorado,  Illinois,  Indiana,  Iowa,  Kansas, 
Maine,  Michigan  (except  as  to  approval  of  stock  and  bond  issues), 
Minnesota,  Missouri,  Montana,  Nevada,  New  Hampshire,  North 
Dakota,  Ohio,  Oregon,  Rhode  Island,  Tennessee,  Texas  (except  to 
report  dead-head  service) ,  Wyoming,  except  to  act  as  board  of  equali- 
zation. 

The  only  commission  heard  from  having  jurisdiction  and  rules  is 
Louisiana. 

The  following  commissions  are  investigating  with  a  view  to  adopt- 
ing rules  and  rates,  viz:  Maryland,  Massachusetts,  Pennsylvania  (as 
to  rates  and  toll  situation) ,  Washington. 

No  responses  came  for  information  from  the  following  States: 
Idaho,  Kentucky,  Mississippi,  West  Virginia. 

New  Jersey  has  power  to  prevent  discrimination  in  rates,  but  other 
than  this  under  the  existing  law  its  power  with  respect  to  rates  is 
limited  to  making  recommendations. 

Many  individual  complaints  arise  both  as  to  the  rates  and  service 
rendered  by  telephone  and  telegraph  companies,  but  all  such  seem 
to  be  disposed  of  by  special  orders  rather  than  by  general  rules. 
Complaints  of  this  kind  seem  less  numerous  than  in  the  case  of  rail- 
road rates  and  service.  Telegraph  rates  seem  to  be  reasonably  uni- 
form, and  comparatively  few  complaints  arise  on  account  of  tele- 
graph rates. 

There  are  complaints  on  account  of  the  service  at  times,  but  usually 
these  are  removed  when  attention  is  called  to  them.  A  peculiar 
situation  has  grown  up  in  some  sections  of  the  country  on  account 
of  the  telegraph  service;  it  seems  to  be  the  custom  for  telegraph 
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companies  to  make  contracts  with  the  various  railroads  by  which  the 
railroad  station  agents,  who  are  telegraph  operators,  send  and  receive 
the  messages  of  the  public.  On  complaint  against  a  certain  telegraph 
company  for  inefficiency  and  rude  conduct  on  the  part  of  its  supposed 
operator  toward  a  sender  of  a  message  the  telegraph  company  replied 
that  the  operator  was  not  in  their  employ  at  all.  that  their  contract 
was  with  the  railroad  company,  and  that  the  telegraph  company 
had  no  authority  to  discipline  the  operator.  The  question  arises 
whether  the  railroad  or  the  telegraph  company  is  amenable  to  the 
commissions  having  jurisdiction  over  telegraph  companies.  The 
railroad  says,  "  We  are  not  doing  a  public  telegraph  business."  and 
the  telegraph  company  replies  that  while  they  do  a  telegraph  busi- 
ness, they  do  it  through  the  railroad  company.  The  result  of  this 
investigation  is  awaited  with  interest. 

But  one  commission,  so  far  as  your  committee  is  advised,  has 
adopted  "  tariffs  and  rules  governing  telephone  companies  '•  in  a 
general  way,  and  that  one  is  the  Louisiana  commission. 

A  brief  synopsis  of  these  general  rules  may  prove  of  interest.  They 
provide  that  no  telephone  company  shall  charge  or  collect  more  than 
25  cents  for  any  written  message  of  10  words  or  less,  exclusive  of 
date,  address,  and  signature,  between  any  two  points  in  the  State, 
nor  more  than  2  cents  for  each  additional  word  on  any  day  message. 
nor  more  than  1  cent  for  each  additional  word  on  a  night  message ; 
that  messages  must  be  forwarded  promptly;  that  no  telephone  office 
where  messages  are  received  and  transmitted  shall  be  discontinued  or 
abolished  without  the  consent  of  the  commission ;  that  there  shall  be 
no  increase  in  the  rates  charged  without  the  consent  of  the  commis- 
sion; that  no  telephone  service  shall  be  discontinued  or  instruments 
removed  from  the  premises  of  a  subscriber  except  for  failure  to  pay 
authorized  rates;  that  all  long-distance  toll  rates  shall  commence 
from  the  long-distance  toll  board,  regardless  of  the  distance  from  the 
subscriber's  telephone  to  the  exchange;  that  an  additional  charge  of 
25  cents  per  month  over  the  regular  charge  for  service  with  standard 
instruments  will  be  permitted  .for  nickel-plated  desk  phones;  that- 
party  lines  will  be  installed  and  maintained  at  the  exchange  rate 
beyond  1£  miles  and  within  3  miles  from  exchange;  that  telephone 
companies  will  be  allowed  to  make  contracts  with  new  subscribers 
desiring  service  to  keep  the  phones  for  a  period  of  12  months  from 
date  of  service,  etc. ;  that  the  "  exchange  radius  "  shall  be  established 
at  1£  miles  from  the  telephone  exchange,  except  in  towns  where  the 
corporate  limits  are  farther  than  H  miles  from  the  telephone  ex- 
change, etc. ;  that  no  company  shall  connect  more  than  five  subscrib- 
ers on  any  country  line;  that  all  telephone  companies  shall  print  in 
all  telephone  directories  a  list  of  the  public  telephone  stations  on 
their  lines,  showing  the  rates  to  such  station  as  are  authorized;  also 
n  list  of  its  toll  stations,  together  with  the  toll  rates  to  each  station 
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as  authorized  by  the  commission;  that  the  list  of  stations  and  toll 
rates  shall  be  revised  and  corrected  at  least  once  every  three  months. 
In  view  of  the  fact  that  but  one  State  commission  has  adopted 
telephone  rules,  your  committee  recommends  the  advisability  of  the 
adoption  of  general  telephone  and  telegraph  rules  by  the  State 
commissions  as  nearly  uniform  as  circumstances  and  conditions  will 
justify.  Freight,  passenger,  and  demurrage  rules  have  been  adopted 
by  most,  if  not  all,  the  commissions  very  similar  in  scope  and  pur- 
pose, and  your  committee  is  of  the  opinion  that  at  least  the  same 
approximate  uniformity  should  exist  as  to  telegraph  and  telephone 
rules. 
Respectfully  submitted. 

H.  W.  HILL,  Chairman. 

HALFORD  ERICKSON. 

C.  A.  RADCLIFFE. 

IRA  B.  MILLS. 

JAS.  E.  SAGUE. 

JNO.  G.  RICHARDS. 

Mr.  HILL,  of  Georgia.  I  move  the  adoption  of  the  report. 

Mr.  STUTSMAN,  of  North  Dakota.  I  desire  to  say  that  the  report 
is  incorrect  in  so  far  as  it  states  that  the  North  Dakota  commission 
has  no  jurisdiction.  The  last  legislature,  in  February,  1911,  placed 
the  telephone  and  telegraph  companies  under  the  jurisdiction  of  the 
North  Dakota  commission,  but  no  rules  have  been  promulgated.  It 
is  a  matter  which  interests  our  commission  greatly,  and  we  should 
appreciate  a  thorough  discussion  of  the  question  as  to  the  advis- 
ability of  promulgating  rules  and  as  to  the  rules  themselves. 

Mr.  NILES,  of  New  Hampshire.  Simply  as  a  matter  of  record  I 
desire  to  state  that  the  New  Hampshire  Public  Service  Corporation 
has  complete  jurisdiction  over  telephone  and  telegraph  companies. 
That  is  by  an  act  adopted  by  the  1911  legislature. 

Mr.  GLASGOW,  of  Michigan.  Michigan  has  complete  jurisdiction 
over  telephone  companies,  given  them  by  the  last  legislature,  the  act 
effective  August  2,  not  only  to  cover  their  bonds  and  stock  issues, 
but  the  telephone  companies  in  our  State  can  not  obtain  a  franchise 
for  the  purpose  of  organization  and  can  not  commence  the  construc- 
tion of  telephone  lines  until  they  come  before  the  commission  and  get 
their  certificate  as  to  the  reasonableness  of  such  construction. 

Mr.  GOTHLIN,  of  Ohio.  As  a  matter  of  record  I  wish  to  state  also 
that,  taking  effect  on  July  1,  1911,  jurisdiction  over  telephone  com- 
panies was  given  to  the  Public  Service  Commission  of  Ohio. 

Mr.  WATSON,  of  Oklahoma.  The  constitution  of  Oklahoma  gave 
the  commission  jurisdiction  over  both  telephone  and  telegraph 
service  and  rates.  Our  commission  some  time  ago  fixed  a  rate  on 
telegraph  service  somewhat  similar  to  that  in  Affect  in  the  State 
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of  Mississippi.  In  fixing  the  rates  on  telegraph  service,  the  com- 
mission made  the  rate  for  200  miles  at  25  cents  for  10  words,  and 
3  cents  additional  on  each  day  message  and  2  cents  additional  on  each 
night  message  for  each  word,  and  also  provided  that  in  one  corner 
of  the  message,  when  you  took  a  message  to  the  operator  to  be  sent> 
he  should  put  down  the  hour  and  minute  of  the  day  that  you  de- 
livered the  message  to  him,  and  under  that  the  operator  that  receives 
the  message  at  destination  has  to  state  also  the  hour  and  minute  that 
he  receives  the  message.  Of  course  they  require  us,  when  we  receive 
a  message,  to  put  down  the  hour  and  minute  of  the  day  we  receive  it. 
So  we  have  a  complete  check  upon  that  message.  Prior  to  that  people 
went  to  telegraph  offices  and  paid  their  money  to  get  a  message  de- 
livered, and  sometimes  it  would  be  24  hours  or  longer  before  the  mes- 
sage was  ever  delivered.  When  we  got  after  them  and  threatened  to 
bring  suit  against  them  they  had  various  excuses  to  offer.  But  when 
we  adopted  this  system  of  having  them  put  down  in  the  presence  of 
the  sender  the  hour  and  minute  that  they  received  the  message,  and 
at  the  destination  have  them  put  on  the  message  the  hour  and  minute 
they  received  the  message  there,  we  had  a  complete  check  on  that 
message. 

The  telegraph  companies,  however,  appealed  that  matter  to  the 
supreme  court  of  our  State,  where  it  is  now  pending.  They  agreed 
to  accept  the  rates  that  were  made,  but  said  this  check  that  we  placed 
on  them  gave  too  much  advantage  to  the  parties  in  bringing  suit 
against  them  where  they  could  not  possibly  defend  themselves  on 
account  of  the  close  check  that  was  kept  upon  them.  I  believe  if 
every  State  in  the  Union  were  to  adopt  that  policy  we  would  have 
more  prompt  service  in  the  delivery  of  telegraph  messages.  It  is  a 
complete  check  upon  them.  I  have  no  doubt  the  supreme  court  of 
our  State,  when  it  comes  to  pass  upon  that  matter,  will  affirm  the 
order  of  the  commission,  because  it  is  just  and  reasonable. 

We  have  jurisdiction  over  telephone  rates  and  telephone  service, 
and  we  find  that  a  very  great  convenience  to  the  people  of  the  State. 
We  have  been  called  upon  to  fix  rates  in  various  towns  and  cities  of 
the  State,  and  in  fixing  those  rates  we  take  a  complete  inventory  of 
the  property  and  the  money  they  have  invested  and  fix  a  rate  that 
will  give  them  sufficient  revenue  upon  the  amount  invested  in  that 
town  or  city.  In  some  cases  they  have  appealed  that  to  the  supreme 
court.  But  in  every  instance  where  it  has  been  shown  that  the  rates 
fixed  by  the  commission  gave  them  a  reasonable  revenue  upon  the 
money  invested  the  commission  has  been  sustained.  I  notice  in  some 
of  the  cities  throughout  the  country  the  telephone  rates  for  the  same 
number  of  phones  that  we  have  in  cities  in  our  State  are  twice  as 
high  as  ours,  and  why?  Because  the  commissions  of  those  States 
have  no  power  to  regulate  their  rates.  I  believe  the  telephone  com- 
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panics  should  have  a  just  and  proper  rate,  a  rate  that  will  give  them 
a  revenue  and  also  allow  for  depreciation,  which  you  have  to  take 
into  consideration  in  fixing  that  revenue.  It  is  easier  to  get  at  that 
than  it  is  to  get  at  the  rates  fixed  by  the  railroads,  because  we  can  get 
at  what  it  costs  to  put  up  a  building,  what  it  costs  to  set  poles,  and 
what  their  wires  cost.  In  fact,  we  can  get  at  every  dollar  that  has 
been  invested  in  that  telephone  system,  and  when  we  get  at  that  it  is 
a  very  easy  matter  to  fix  a  reasonable  rate  for  them,  at  the  same  time 
allowing  for  depreciation  upon  the  phones,  wires,  poles,  and  so  forth. 

We  have  not  gone  altogether  in  fixing  the  rates  on  long-distance 
messages  as  far  as  we  want  to,  but  we  have  employed  in  our  depart- 
ment a  telephone  man,  who  is  now  fixing  a  draft  of  the  telephone  lines 
of  the  State  in  order  that  we  may  know  how  to  fix  rates  upon  long- 
distance messages.  Long-distance  rates  in  our  State,  I  think,  are  very 
high,  and  the  people  also  think  they  are  very  high.  But  in  inspecting 
some  of  the  rates  in  some  of  the  States  where  they  have  no  commission 
I  find  out  rates  in  Oklahoma  on  long-distance  messages  to-day  are 
comparatively  low. 

It  is  important  that  every  State  should  have  jurisdiction  over  tele- 
phone and  telegraph  companies  in  the  State,  so  that  they  may  fix 
these  rates  so  they  will  be  compensatory  to  the  companies  and  at  the 
same  time  give  a  reasonable  rate  to  the  people  of  the  State.  It  is 
important,  and  those  States  that  have  not  got  jurisdiction  over  these 
two  enterprises,  I  think,  are  in  a  bad  fix  if  they  charge  them  as  I 
see  they  are  charging  in  some  States.  If  I  was  in  a  State  that  did 
not  have  jurisdiction  over  telegraph  and  telephone  service,  I  would 
certainly  make  a  clamor  to  my  legislature  to  get  them  to  fix  the  matter 
so  I  would  have  jurisdiction,  so  those  rates  could  be  adjusted  by  the 
commission  of  the  State.  It  is  as  important  as  having  jurisdiction 
over  the  railroad  rates  of  the  State. 

A  gentleman  wants  to  know  if  our  rates  in  the  larger  cities  are 
higher  in  proportion  than  in  smaller  cities.  I  say  they  are.  The 
telephone  companies  have  contended  all  along  that  the  more  tele- 
phones they  have  in  a  city  the  liigher  in  proportion  the  rate  should 
be.  I  have  never  been  able  to  get  that  fixed  in  my  noggin  yet.  When 
they  get  to  a  certain  number  of  telephones  instead  of  getting  lower 
they  get  higher.  When  I  talk  to  these  railroad  people  about  mak- 
ing rates  upon  their  roads  they  say  the  more  dense  the  traffic  the 
lower  they  can  carry  the  commodity ;  but  the  telephone  people  claim 
the  reverse  is  true  with  them,  that  the  more  dense  their  business  the 
higher  the  rates  should  be.  I  do  not  know  how  we  can  fix  that.  We 
can  not  have  two  different  systems  in  the  same  town,  because  both  of 
them  would  have  a  whack  at  a  fellow  and  soon  put  him  out  of  busi- 
ness or  lighten  his  purse  considerably. 

But  these  rates  can  be  adjusted  on  the  basis  of  what  they  have 
invested  in  those  telephones  in  the  cities  and  towns,  and  that  is  the 
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only  fair  way,  I  believe,  they  can  be  properly  adjusted.  Take  into 
consideration  the  cost  of  producing  the  service,  the  buildings,  the 
wires,  the  poles,  and  so  forth,  and  there  are  none  of  them  so  old  but 
what  you  can  go  into  their  books  and  get  those  facts.  It  is  a  great 
deal  easier  to  get  at  that  than  it  is  to  get  at  the  cost  of  building  some 
of  the  railroads,  especially  where  they  are  built  as  they  are  in  Okla- 
homa, like  they  have  been  doing  for  the  last  few  years,  where,  if  a 
railroad  company  wants  a  railroad  built,  they  go  and  contract  with 
themselves  under  a  different  name  and  build  the  road,  and  run  it  as 
a  construction  road  until  they  get  ready  to  turn  it  over  to  the  proper 
parties,  and  when  they  turn  it  over  they  lose  the  books  or  destroy 
them,  or  they  get  in  a  fire  somewhere  and  get  burned  up,  and  nobody 
knows  what  it  cost  to  construct  that  road.  With  the  telephone  busi- 
ness they  have  not  got  that  smart  yet. 

I  would  recommend  to  the  members  of  this  association  in  conclu- 
sion, in  fixing  your  telegraph  rates,  if  you  adopt  the  Oklahoma  form 
of  having  the  time  put  on  the  message  at  the  point  where  you  send 
it  and  have  the  time  put  on  the  message  at  the  destination,  you  will 
find  you  have  improved  your  service  wonderfully.  You  have  less 
complaints,  less  damage  suits  on  your  hands,  and  the  best  service 
you  have  ever  had  from  a  telegraph  company. 

Mr.  SULI/IVAN,  of  Ohio.  I  would  like  to  ask  Mr.  Watson,  in  mak- 
ing an  appraisal  of  telephone  companies,  what  he  takes  into  con- 
sideration. Does  he  take  into  consideration  physical  value? 

Mr.  WATSON,  of  Oklahoma.  Yes,  sir;  we  take  into  consideration 
everything  they  have  invested  in  that  for  the  purpose  of  transacting 
the  business  of  a  telephone  company. 

Mr.  SULLIVAN,  of  Ohio.  Does  that  include  all  the  water? 

Mr.  WATSON,  of  Oklahoma.  Xo.  sir;  we  leave  the  water  out.  We 
just  take  the  actual  investment. 

Mr.  SULLIVAN,  of  Ohio.  If  you  go  back  far  enough  and  take  the 
actual  investment,  as  a  rule,  there  is  a  sewer,  if  there  is  not  a  lake. 

Mr.  WATSON,  of  Oklahoma.  The  telephone  business  has  hardly 
reached  the  lake  stage  yet. 

Mr.  SULLIVAN,  of  Ohio.    That  may  be  in  some  localities. 

Mr.  WATSON,  of  Oklahoma.  Possibly  so. 

Mr.  SULLIVAN,  of  Ohio.  Do  you  allow  what  the  company  may 
have  paid,  if  anything,  for  a  franchise? 

Mr.  WATSON,  of  Oklahoma.  No,  sir.  On  the  contrary,  in  our  cities 
the  franchises  were  all  given  to  them.  I  do  not  know  of  a  town  in 
the  State  that  charged  them  a  nickel  for  a  franchise,  so  we  have 
never  had  to  take  that  into  consideration  at  all. 

The  motion  to  adopt  the  report  was  carried. 

Upon  motion,  at  4.45  o'clock  p.  in.,  the  commission  adjourned  until 
to-morrow,  Friday,  October  13,  1911,  at  9  o'clock  a.  in. 
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WASHINGTON,  D.  C.,  Friday  October  13,  1911. 

Met  at  9.45  o'clock  a.  m.,  pursuant  to  the  adjournment  of  yesterday, 
President  R.  Hudson  Burr  presiding. 

The  PRESIDENT.  There  are  a  number  of  subjects  remaining:  Kates 
and  rate  making ;  powers,  duties,  and  work  of  the  State  commissions ; 
shippers'  claims  on  common  carriers;  railway  service  and  accom- 
modation; accounts  and  statistics  of  electric  railways;  and  com- 
plimentary resolutions. 

No  report  has  been  made  on  any  of  these  subjects,  except  that  the 
committee  on  complimentary  resolutions  have  a  report  to  make.  If 
we  are  to  deal  with  these  subjects  at  all,  it  seems  to  me  we  should 
have  a  call  of  the  roll,  and  the  proceedings  would  be  in  the  nature, 
more  or  less,  of  an  experience  meeting. 

The  first  subject  undisposed  of  is  rates  and  rate  making.  I  should 
say  that  we  have  a  special  order  at  11  o'clock  for  the  consideration  of 
Mr.  Decker's  report  on  railway  capitalization. 

The  PRESIDENT.  Without  objection,  we  will  listen  to  the  reading 
of  a  telegram  by  the  secretary. 

Secretary  CONNOLY.  The  association  has  received  the  following 
telegram : 

The  undersigned,  engaged  in  the  produce  and  fresh-oyster  business  for  the 
past  30  years  in  Omaha,  respectfully  represents  that  express  companies  are 
necessary,  but  their  tariffs  are  unjust  and  discriminatory,  because  they  will 
haul  50  shipments  of  50  pounds  each  from  Chicago  to  50  different  consignees 
in  tho  city,  which  one  wagon  could  not  deliver  in  two  days,  for  the  same  price 
per  package,  at  the  same  number  and  weight,  to  be  delivered  at  our  business 

place  and  by  the  same  wagon  in  30  minutes. 

DAVID  COLE. 

The  telegram  is  dated  Omaha,  Nebr.  I  am  inclined  to  think  the 
gentleman  refers  to  consolidated  shipments  which  would  be  broken  up 
at  Omaha  and  delivered  to  individuals  there,  whereas  he  orders  in 
large  quantities  but  is  required  to  pay  the  same  charge  per  package 
as  the  person  ordering  a  single  package.  In  other  words,  he  is  in 
the  wholesale  business,  and  believes  he  should  enjoy  a  better  rate  than 
persons  ordering  at  retail. 

Mr.  GOTHLIN,  of  Ohio.  There  is  something  radically  wrong  either 
in  the  understanding  of  that  gentleman  who  sends  the  telegram,  or 
in  the  practice  of  the  express  companies  between  Chicago  and  Omaha, 

219 


220          NATIONAL  ASSOCIATION    OF   RAILWAY   COMMISSION  Ki;>. 

because  the  classification  rule  is  that  the  express  companies  almost 
everywhere  aggregate  weights  and  base  the  charges  upon  the  aggre- 
gate weights.  That  is  to  say,  aggregating  the  weight  where,  to  one 
consignee,  there  is  more  than  one;  say,  three  or  four  or  five  ship- 
ments. .If  they  are  20  pounds  each,  the  three  shipments  will  be 
charged  on  the  60-pound  rate  basis,  which  will  be  much  less  than 
three  charges  on  a  20-pound  basis.  If  there  are  five  shipments,  it 
would  be  on  the  100-pound  rate.  As  I  remember  the  classification, 
if  each  only  weighed  15  pounds  they  would  still  be  charged  on  the  00- 
pound  rate.  The  general  trend  of  complaints  against  express  com- 
panies is  that  under  that  graduate  charge  the  smaller  shipment  is 
high  as  compared  with  the  rate  on  a  big  shipment. 

The  PRESIDENT.  I  will  tell  you  what  I  believe  that  shipper  means. 
He  means  this,  that  where  50  separate  consignments  were  made  to 
his  house — he  is  in  the  wholesale  fish  business 

Mr.  GOTHLIN,  of  Ohio.  Yes,  sir. 

The  PRESIDENT.  That  the  express  company  would  put  all  of  those 
shipments  on  one  truck,  say,  and  carry  them  to  his  house  at  one 
delivery.  On  th'e  other  hand,  50  other  packages  of  similar  weight 
would  reach  Omaha,  and  then  would  have  to  be  carried  to  50  differ- 
ent places;  and  that  he  is  charged  just  as  much  for  that  one  delivery 
of  50  packages  as  the  individual  is  charged  on  each  of  the  other  50 
packages. 

Mr.  GOTHLIN,  of  Ohio.  That  is  true,  and  that  could  not  be  avoided. 

The  PRESIDENT.  That  is  what  I  think  he  means. 

The  SECRETARY.  I  am  inclined  to  think  the  50  individual  pack- 
ages are  sent  to  one  consignee,  probably,  in  Omaha,  and  the  bulk 
is  broken,  and  then  the  inside  packages  will  be  addressed  to  individ- 
uals throughout  Omaha;  and  that  the  express  company  in  Omaha 
will  undertake  to  deliver  those  50  packages,  although  addressed  to 
the  one  consignee. 

Mr.  GOTHLIN,  of  Ohio.  They  will  not  do  that.  If  you  have  50 
packages  in  one  to  one  consignee,  you  see  you  get  the  benefit  of  the 
rate  on  the  aggregate  weight.  In  fact,  for  a  long  time  they  had  a 
rule,  until  they  were  required  to  discontinue  that  rule,  that  even  if  I 
did  aggregate  my  packages  into  one  they  would  undertake  to  charge 
me  for  each  one  separately.  It  is  now  done  sometimes  by  consoli- 
dating your  packages  to  one  consignee  or  delivery  company.  The 
express  company,  however,  will  not  deliver  to  the  individuals  when 
they  only  charge  for  the  one  consolidated  package— at  least  in  no 
place  I  ever  heard  of. 

Mr.  KILPATRICK,  of  Illinois.  I  move  you  that  the  telegram  be 
received  and  referred  to  the  committee  on  express  rates  and  express 
service,  when  appointed. 

The  motion  was  carried. 
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BATES  AND   BATE   MAKING. 

The  PRESIDENT.  If  you  are  ready  for  the  question  as  to  rates  and 
rate  making,  how  would  it  do  to  call  the  roll  of  States,  and  then  as 
a  State  is  called  anyone  from  that  State  may  make  remarks,  if  he 
desires,  or  the  State  will  be  passed  by? 

Mr.  KILPATRICK,  of  Illinois.  Is  there  any  report  from  this  com- 
mittee now  ? 

The  PRESIDENT.  No;  there  is  no  report. 

Mr.  WATSON,  of  Oklahoma.  Mr.  President,  there  are  not  so  many 
here  this  morning  but  what  I  presume  those  here  that  want  to 
speak  on  this  subject  can  get  up  and  speak.  If  we  call  the  roll  by 
States,  every  fellow  might  get  up  and  say  something  anyway  and 
consume  probably  a  good  deal  of  time.  I  think  we  had  better  take 
it  up  just  as  an  experience  question. 

Mr.  KILPATRICK,  of  Illinois.  In  order  to  get  it  before  the  conven- 
tion I  move  that  the  roll  of  the  States  be  called,  for  the  purpose  of 
giving  an  opportunity  for  members  to  express  their  opinions  on  the 
subject  under  consideration,  no  report  of  the  committee  being  present. 

The  motion  was  carried. 

The  SECRETARY.  Arizona  (no  response).     Arkansas. 

Mr.  MCKNIGHT,  of  Arkansas.  I  hesitate  talking  upon  this  very 
important  question.  Still,  I  would  dislike  to  see  our  report  go  out 
with  nothing  practically  said  upon  the  very  issue  that  this  convention 
is  altogether,  if  I  see  it  rightly,  interested  in,  the  question  of  rates 
nnd  rate  making. 

This  question  has  many  features  and  many  turns  that  the  rail- 
road companies  are  very  anxious  to  take  advantage  of,  when  you 
come  to  the  question  of  what  the  rates  on  certain  commodities  are 
going  to  be. 

They  come  in  and  claim  that  these  rates  are  absolutely  confisca- 
tory  and  are  depriving  them  of  their  property  without  due  process 
of  law,  and  the  fact  is  that  they  have  started  from  merely  a  23-mile 
railroad,  in  the  lifetime  of  individuals  yet  living,  and  to-day  we 
see  the  enormous  mileage  of  the  railroads  of  the  United  States  of 
America.  There  are  those  living  who  can  remember  when  the  line 
of  railroad  was  only  27  miles,  I  believe,  drawn  by  mules,  in  the 
year  1827  and  the  year  1829. 

From  that  small  road  with  the  meager  income,  practically  not 
sufficient  to  support  a  man  and  his  wife  and  one  child,  the  business 
has  grown  until  to-day,  figured  in  round  numbers  of  silver  money, 
last  year  it  would  make  over  12,000  carloads  of  money.  Still  they 
say  that  business  is  not  prosperous;  that  it  is  a  business  that  does 
not  pay  them  for  going  into  it.  Ah,  gentlemen,  we  get  to  the  facts 
of  the  rates  that  are  being  charged  throughout  this  country,  and  we 
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find  beyond  question  that  they  are  making  absolutely  more  money 
than  all  the  merchants,  all  the  manufacturers,  combined. 

Just  see  the  rates  that  they  themselves  put  into  effect.  In  our 
State  the  passenger-rate  situation  is  in  this  condition:  The  common 
laborer,  the  man  that  produces  the  wealth  of  that  country,  is  the 
only  man  that  is  paying  the  3-cent  passenger  rate.  Let  us  see  what 
the  other  men  pay.  The  principal  lawyers  of  that  State — and  you 
must  excuse  me  for  mentioning  it,  for  I  know  the  majority  here  are 
lawyers,  but  I  want  to  tell  you  the  truth.  Nearly  all  the  principal 
lawyers  of  that  State  are  traveling  upon  passes.  The  next  man,  the 
man  that  the  jobber  sends  out,  is  traveling  for  2  cents  a  mile.  The 
only  man  that  is  paying  that  enormously  heavy  rate  is  the  man  that 
is  producing  the  wealth  of  that  country — the  laboring  man. 

Upon  identically  the  same  seat,  with  the  same  accommodation,  sits 
a  man  paying  nothing,  or  a  man  who  is  paying  2  cents ;  and  the  man 
who  pays  2  cents  gets  much  more  for  his  money. 

Let  us  see  the  conditions.  In  1907,  when  the  question  of  twice-a- 
month  pay  day  came  up  in  our  State,  they  had  forgotten  that  the  man 
who  was  riding  at  2  cents  a  mile  in  that  State  at  that  time  was  riding 
under  this  condition:  He  carried  his  150  pounds  of  baggage.  He 
started  for  a  town  100  miles  away.  It  took  him  an  entire  week  to 
make  the  trip.  He  got  off  at  the  first  place.  There  must  be  a  bag- 
gage room  for  him  to  store  that  150  pounds  of  baggage;  there  must 
be  trucks  furnished  to  handle  that  150  pounds  of  baggage;  there 
must  be  in  that  baggage  car  room  to  handle  that  150  pounds  of  bag- 
gage. They  check  it  into  the  car  and  they  check  it  out  of  the  car. 
They  delivered  it,  not  once,  but  they  delivered  it  on  that  100  miles 
from  10  to  20  times,  checking  in  and  checking  out  every  time,  and 
furnishing:  all  the  room. 

That  is  not  all.  That  ticket  is  audited.  You  sign  in  the  presence 
of  the  first  and  last  conductor.  That  entire  transaction  was  kept 
track  of,  and  at  the  end  of  the  year  that  man  was  returned  1  cent  a 
mile,  making  it  a  reduction  to  2  cents  a  mile.  Well,  but  some- 
body says,  he  is  a  wholesale  man;  he  is  buying  railroad  transpor- 
tation by  the  wholesale.  Ah,  gentlemen,  I  want  to  tell  you  he  does 
not  do  any  such  thing.  I  carried  one  of  those  books  for  a  year  or 
two.  and  I  was  anxious  for  2-cent  mileage.  The  way  I  did  that  I 
bought  from  station  to  station  like  the  other  fellow. 

Let  us  see  the  trouble  the  little  man  was  to  the  railroad  company. 
lie  has  to  go  a  distance  of  100  miles,  the  same  distance  the  traveling 
man  has  to  go,  who  took  10  days  to  make  the  trip.  He  goes  to  the 
railroad  office.  He  buys  a  little  strip  of  pasteboard,  about  that  long 
[indicating].  He  pays  3  cents  a  mile  for  it.  The  Federal  courts  of 
the  United  States  have  said  to  them  that  they  must  furnish  a  cou- 
pon—that is,  the  railroad  company  must— for  the  refund,  provided 
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this  2-cent  rate  case  were  defeated  in  the  Federal  courts.  They 
gave  him  a  claim  coupon,  but  he  did  not  have  faith  enough  in  the 
courts  of  his  country  to-day — you  say  we  should  not  say  that  about 
the  courts,  but  I  can  not  help  it;  it  is  true.  He  simply  tore  that 
coupon  in  two.  The  conductor  took  one  end  and  threw  the  other  end 
on  the  floor,  or  threw  it  away.  There  are  millions  of  dollars  through- 
out my  country  of  these  railroad  coupons,  but  you  could  not  go 
throughout  that  country  and  collect  $1,000  of  those  coupons,  be- 
cause of  the  little  faith  in  the  transaction  and  the  way  it  had  been 
carried  out. 

That  man  took  his  little  grip.  He  occupied  but  a  very  small  space 
in  the  waiting  room  at  the  terminal  of  that  road,  or  wherever  he 
might  get  off — doubtless  not  using  it  at  all.  He  occupied  but  one 
seat  in  that  car.  He  took  his  little  grip  and  set  it  down  by  the  side 
of  him,  and  when  he  reached  his  destination  inside  of  three  or  four 
hours,  instead  of  10  days,  he  took  that  grip  up  and  stepped  off  from 
the  train — not  one  bit  of  trouble.  But,  gentlemen,  he  paid  3  cents  a 
mile.  The  other  fellow  who  occupied  the  entire  room  and  took  10 
days  to  make  the  trip  had  his  ticket  audited  in  and  audited  out  and 
got  it  for  2  cents  a  mile.  That  is  the  kind  of  rates  we  come  upon 
when  we  come  to  rates  fixed  by  railroads. 

Now,  let  us  see  further.  Down  by  the  Great  Lakes  in  Michigan 
the  manufacturers  of  salt  furnish  the  salt,  the  sack,  and  the  labor. 
They  load  that  salt  on  the  cars  and  ship  it  to  their  wholesale  mer- 
chant or  jobber,  and  that  shipper  sells  me  that  sack  of  salt  for  48 
cents  a  hundred  pounds  after  everything  was  furnished,  railroad 
transportation  and  all. 

The  alluvial  soil  produces  100  pounds  of  potatoes,  100  pounds  of 
peaches,  100  pounds  of  cotton,  or  100  pounds  of  any  other  com- 
modity, I  do  not  care  what  it  is.  We  undertake  to  pass  that  back 
in  the  warehouse  that  the  salt  came  out  of,  but  we  can  not  do  it 
at  less  than  65  or  70  cents.  Still  you  say  we  can  not  discriminate; 
that  things  are  fair  and  equal.  I  can  not  see  it.  That  is  not  all. 
The  lumber  interests  of  northern  Louisiana,  300  miles  from  the  city 
in  which  I  live,  get  identically  the  same  rate  into  Kansas  City  and 
Chicago  that  Little  Rock  gets.  That  is  what  is  the  matter.  It  is  a 
question,  sir,  that  the  railroads  have  absolutely  put  in  the  rates  them- 
selves. If  there  is  a  confiscatory  rate  they  have  put  it  into  effect ;  it 
has  not  been  done  by  any  commission  whatever. 

Then  they  come  in  and  say  that  local  rates  are  very  expensive. 
They  say  that  some  testimony  shows  it  to  be  from  200  to  400  per 
cent  greater  on  an  intrastate  than  on  an  interstate  shipment.  Gen- 
tlemen, it  is  absurd.  Because  there  is  a  particular  line  which  you 
can  not  tell  when  you  pass  over  it  does  not  make  that  an  expensive 
shipment.  Supposing  that  you  ship  from  some  point  in  Oklahoma 
17260—11 15 
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into  Arkansas,  which  is  a  local  shipment  and  an  interstate  shipment. 
Could  you  say  to  me  what  they  are  saying  to-day,  that  that  ship- 
ment is  more  costly,  owing  to  the  fact  that  -it  is  an  interstate  ship- 
ment, than  it  would  be  for  the  identical  same  distance  and  the  same 
service  on  the  same  commodity  shipped  in  as  intrastate  shipments? 
In  other  words,  that  the  removing  of  the  line  would  raise  the  cost 
of  shipment  200  to  400  per  cent,  according  to  their  statements — an 
impossibility. 

There  may  be  more  expense  attached  to  a  local  train,  if  we  take  it 
to  the  train.  Why?  Simply  because  that  is  the  very  car  that  takes 
care  of  St.  Louis,  Chicago,  New  York,  Philadelphia,  and  every  other 
northern  market.  There  is  a  shipment  to  be  made  to  St.  Louis,  our 
distributing  point,  of  local  shipments.  Those  shipments  are  all  com- 
bined into  one  car.  They  send  it  to  Little  Rock  or  Newport  or  Mem- 
phis or  to  Fort  Smith.  There  the  shipments  are  distributed  out 
among  the  local  trains,  and  the  local  trains  in  the  various  directions 
carry  these  shipments.  They  are  interstate  shipments  and  belong  to 
interstate  freight  and  should  not  be  charged  up  to  intrastate  expenses. 
When  we  begin  to  fix  rates  and  talk  rates,  we  hear  them  begin  to 
say  that  these  rates  are  too  low.  If  they  are  too  low,  the  truth  is  that 
the  rates  which  are  low  are  the  very  identical  rates  which  they  have 
made  themselves  and  not  the  rates  that  we  have  put  into  effect. 

I  live  in  a  cotton  country.  It  costs  us  $1.25  a  bale,  upon  an  average 
of  500  pounds,  to  move  that  cotton  for  a  distance  of  over  25  miles — 
anything  over  25  miles.  That  same  railroad  company  will  pick  that 
bale  of  cotton  up  at  concentration  centers  and  move  it  to  Boston, 
Mass.,  for  65  cents  a  bale  of  500  pounds.  Well,  you  say.  you  can  get 
something  back  on  your  bill  of  lading.  You  can  get  that  if  you  go 
and  demand  it  and  your  jobber  is  willing  to  give  it  to  you.  If  you 
are  a  large  shipper  of  cotton,  you  can  get  that  back  all  right.  But 
there  are  other  things,  discrepancies  that  come  in  here.  Just  a  few 
weeks  ago  we  had  a  case  like  this — and  I  have  a  resolution  upon  this 
question  to  introduce  which  will  come  up  later.  But  I  am  going  to 
recite  the  case  to  you  in  connection  with  this  question  of  rate  making. 

There  was  a  man  in  the  junk  business.  You  say  it  is  a  humble 
business.  That  is  true,  but  it  is  a  legitimate  business.  It  is  something 
that  can  not  move  without  a  reasonable  rate,  and  if  it  can  not  move  it 
absolutely  decays  and  goes  to  ruin.  A  man  went  to  the  Iron  Moun- 
tain station  in  the  town  of  Texarkana  and  asked  the  railroad  what 
the  rate  on  junk  would  be  to  Booneville,  a  distance  of  about  260  miles. 
He  told  him  the  rate  was  15  cents  a  hundred.  That  man  sent  his 
agent  over  there  to  load  that  car  of  junk.  He  loaded  it.  Under  a 
State  rule  they  have  what  they  call  a  loaded  stop-over  privilege,  five 
days  for  each  stop,  not  exceeding  three  stops.  That  man  loaded  at 
Booneville,  going  west.  He  loads  at  another  point,  Mansfield;  and, 
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let  us  say,  another  point,  all  within  the  State  of  Arkansas.  Under- 
stand, this  was  on  a  15-cent  rate.  But  because  he  went  right  on  into 
Oklahoma  and  down  another  road  into  Texarkana  they  charged  him 
a  46-cent  rate,  the  sum  of  the  two  locals,  making  the  freight  on  that 
car  of  junk  amount  to  $112,  when  the  entire  value  of  the  car  of  junk 
was  $82.  It  deprived  him  not  only  of  his  property,  but,  according  to 
their  rules,  they  took  his  property  and  threatened  suit  to  collect  the 
balance  of  the  freight  charge. 

Now,  these  are  some  of  the  troubles  we  encounter  in  the  rate- 
making  proposition  as  we  meet  it.  There  is  an  opportunity  to  control 
these  rates,  but  at  present  we  are  not  rate  makers.  We  hope  soon  to 
have  the  opportunity  again  to  be  rate  makers,  and  when  that  time 
comes  we  will  want  them  to  have  a  fair  return  upon  every  dollar  they 
have  invested  in  our  State,  and  we  intend  to  see  they  have  it.  We  in- 
tend to  see  they  have  a  fair  return,  regardless  of  the  fact  that  we  have 
given  them  millions  of  dollars  in  donations  from  that  sparsely  settled 
country  in  order  to  get  these  roads.  We  are  willing  to  throw  up  our 
hands  and  say,  "  Take  four  or  five  or  six  million  dollars'  worth  of 
timber  as  a  free  gift ;  "  wTe  are  willing  to  say,  "  Take  this  million  and 
a  half  dollars  we  have  donated  to  you  to  get  you  through  our  towns ; 
we  are  willing  to  give  a  your  a  fair  revenue  upon  all  this,  but  what  we 
want,  gentlemen,  is  reasonable  rates  and  a  rapid  transportation  of  the 
products  which  we  are  able  to  furnish." 

Is  it  not  a  shame  that  we  have  to  put  up  with  this  service,  when 
we  are  within  one  day's  run  of  market  centers ;  that  there  are  people 
enough  in  one  city  alone  to  consume  every  apple  that  can  be  raised  in 
Arkansas,  every  peach  that  can  be  raised  in  Arkansas,  and  every 
Irish  potato  and  sweet  potato  that  can  be  raised  in  Arkansas? 
Still  we  are  confronted  with  the  question  that  it  takes  $1.15  to  reach 
the  market,  when  the  commodities  I  have  just  told  you  of  will  come 
from  the  Great  Lakes  and  Michigan  down  to  us,  with  everything 
furnished,  and  sold  to  us  by  a  jobber  at  48  cents  a  hundred  pounds. 
Give  us  an  opportunity  to  get  into  the  markets  and  we  will  get  there. 
The  stuff  can  be  raised  if  we  can  ever  get  the  rates. 

We  are  not  saying  the  interstate  rate  is  the  only  rate  that  has  been 
put  in  by  the  railroads  at  a  wrong  rate.  This  passenger  rate  I  men- 
tioned is  a  question  of  local  traffic.  What  brought  the  local  condi- 
tion of  the  2-cent  rate  in  our  State,  which  I  mentioned  upon  this 
floor  a  day  or  two  ago  ?  It  was  the  fact  that  the  Missourian,  or  a  man 
from  Oklahoma,  or  from  Memphis  and  the  State  of  Tennessee,  and 
even  as  far  away  as  from  Philadelphia  and  New  York,  could  come 
into  the  State  of  Arkansas  and  travel  at  the  rate  of  2  cents  a  mile, 
while  the  traveling  man  in  our  State  had  to  pay  2^.  The  traveling 
men  came  before  the  Arkansas  Legislature  and  brought  such  a  power 
to  bear  that  it  was  like  a  cyclone,  and  not  a  man  in  that  body  opposed 
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the  2-cent  proposition  when  it  was  put  up  there.  The  result  was 
what?  An  injunction.  Who  did  that  injunction  come  against?  Did 
it  come  against  the  traveling  man?  No;  never.  The  jobber  and  the 
traveling  man  was  a  man  of  too  much  money,  too  much  brain,  at  that 
time  for  the  railroads  to  attack  him.  It  simply  comes  to  this,  that  the 
man  was  paying  3  cents  a  mile.  The  3-cents-a-mile  man  was  the  only 
man  enjoined. 

After  that  the  traveling  man  could  go  and  get  his  book  and  go 
along  on  a  2-cents-a-mile  rate.  The  railroads  were  in  the  position 
of  saying,  "We  want  to  keep  the  jobber  off  of  us;  we  want  to  keep 
the  brainy  traveling  man  off  of  us;  but  you  fellows  working  in  the 
fields  and  toiling  in  the  shops  have  not  got  the  time  to  give  to  these 
things,  and  we  are  going  to  charge  you  3  cents  a  mile."  And  they 
have  done  it  and  are  doing  it  up  until  to-day.  Recently  they  have 
eased  up  a  little  on  the  traveling  man.  This  year  they  have  come  up 
to  two  and  a  quarter  or  two  and  a  half.  I  believe  they  are  up  to  two 
and  a  half  now.  If  he  stands  that,  the  next  thing  you  know  they  will 
ease  up  a  little  more  on  hirn.  They  will  get  that  just  as  high  as  it  was. 

Now,  it  is  claimed  that  freight  rates  are  made  on  a  scientific  basis. 
I  say  the  way  they  make  them  is  to  impose  on  a  commodity  all  that 
it  wTill  bear.  Let  us  see  if  they  are  doing  that  even.  That  looks  to  me 
like  a  farce  when  you  say  that  the  rates  of  the  United  States  are 
made  upon  a  scientific  basis.  In  the  face  of  that  I  say  they  are  made 
on  the  basis  of  all  that  a  commodity  will  bear.  Take  a  sack  of  sugar 
and  a  sack  of  salt.  We  can  move  a  sack  of  sugar  in  our  State  100 
miles  for  27  cents,  and  we  can  move  a  sack  of  salt  the  same  distance 
for  17  cents,  a  difference  of  10  cents  per  hundred  pounds. 

The  transportation  cost  of  one  is  27  cents  a  hundred  pounds  and  of 
the  other  is  17  cents  a  hundred  pounds,  and  yet  if  sugar  is  fine  sugar 
you  could  not  by  your  eyes  tell  which  was  salt  and  which  was  sugar. 
The  difference,  they  claim,  is  due  to  the  risk  in  loading  and  unload- 
ing that  article,  and  they  say  that  the  sugar  man  can  bear  a  rate  more 
exorbitant  than  the  salt  man,  which  is  their  reason  for  putting  in 
this  rate.  We  acknowledge  the  same  thing,  but  we  do  say  it  should 
not  really  require  any  more  labor,  it  should  not  require  any  more 
power,  to  move  that  sack  of  sugar  than  it  does  that  sack  of  salt.  The 
risk  may  be  a  little  greater,  but  I  will  say  that  if  these  risks  are  paid 
like  those  of  our  damage  claims  are  paid  it  does  not  amount  to  much, 
gentlemen. 

We  sometimes  have  been  getting  them  paid  in  three  months  or  six 
months.  I  want  to  illustrate  to  you  how  our  claims  go  down  there 
and  how  our  penalties  go,  too.  The  law  says  specifically  that  there 
is  a  certain  fine  placed  upon  them  if  they  violate  this  tariff.  Still,  we 
have  a  condition  like  this :  A  man  came  into  my  office  the  other  day 
and  laid  before  me  a  proposition.  He  said :  "  I  shipped  a  carload  of 
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lumber  from  a  little  town  7  miles  south  of  my  place  and  brought  it  up 
to  a  junction  point;  then  I  billed  it  on  the  same  bill  of  lading  directly 
through  to  the  northern  market,  Now,"  he  says,  "  they  have  charged 
me  the  local  freight  up  to  the  junction  point.  Then  they  charged  me 
the  freight  from  that  point  on,  and  the  freight  is  directly  the  same 
from  point  of  origin  as  it  is  from  junction  point.  What  do  you  think, 
now,  about  my  getting  back  my  freight  from  the  local  point  now  ?  " 
I  said,  "  It  becomes  an  interstate  proposition  and  something  we  can 
not  handle,  but  suppose  you  figure  out  the  freight." 

He  did  so,  and  we  saw  that  even  on  the  most  exorbitant  basis  there 
was  an  overcharge  of  about  $6.  We  referred  that  to  the  chief  bureau 
at  Chicago.  When  we  send  those  matters  to  be  adjusted  in  Chicago, 
I  tell  them,  where  it  has  been  en  these  little  roads  for  a  short  distance 
and  a  local  shipment,  we  assume  it  is  sent  to  hades,  so  far  as  getting 
a  settlement  out  of  it  is  concerned. 

But  that  man  had  been  overcharged  $6,  and  here  is  about  the  tenor 
of  the  letter  that  he  received  from  Chicaigo:  "We  hereby  consider 
your  shipment  was  a  local  shipment  from  the  point  of  origin  up  to 
the  point  of  centralization,  and  that  from  there  on  the  rate  is  correct. 
So  we  consider  the  rate  just,  and  according  to  the  tariff  and  the  law 
we  take  the  liberty  to  hereby  close  our  books  against  you."  That  is 
about  the  kind  of  letter  that  he  got.  That  is  the  way  those  claims  are 
settled.  That  is  the  way  they  are  generally  disposed  of.  This  junk 
man  down  there  who  was  charged  $112  for  his  freight  compromised 
on  $100,  arid  paid  them  $18  and  some  cents  more  than  the  whole  car- 
load of  junk  was  worth  to  get  rid  of  it. 

Now,  so  far  as  the  rates  are  made,  I  can  not  see  that  they  are  made 
on  any  scientific  basis.  They  simply  make  the  rate  at  what  they 
think  the  commodity  will  bear,  and  they  do  not  care  very  much  in 
our  State  whether  that  product  moves  or  not,  because  their  freight 
trains  are  loaded  from  engine  to  caboose.  They  have  all  they  can 
pull,  and  they  do  not  need  to  encourage  transportation  at  all.  They 
are  just  as  liable  to  deliver  your  car  of  flour  across  a  ditch  12  feet 
wide  and  20  feet  wide  as  they  are  to  place  that  car  on  a  local  track 
where  we  can  come  up  to  it.  The  question  of  rate  making  and  regu- 
lating rates  is  the  important  question  with  us.  I  hope  I  have  not 
unduly  taxed  your  patience,  but  I  wanted  to  say  something  on  this 
question  of  rate  making,  and  hated  to  see  it  go  by  default. 

The  SECRETARY.  Florida  (no  response)  ;  Georgia  (no  response)  ; 
Illinois  (no  response)  ;  Iowa  (no  response)  ;  Kansas  (no  response) ; 
Kentucky  (no  response)  ;  Maryland  (no  response) ;  Massachu- 
setts (no  response)  ;  Michigan  (no  response)  ;  Minnesota  (no 
response)  ;  Missouri  (no  response)  ;  Montana  (no  response)  ;  Ne- 
braska (no  response)  ;  New  Hampshire  (no  response)  ;  New  Jersey 
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(no  response)  ;  New  York,  first  district  (no  response)  ;  New  York, 
second  district  (no  response)  ;  North  Dakota  (no  response)  ;  Ohio. 

Mr.  GOTHLIN,  of  Ohio.  This  subject  of  rate  making  is  a  very 
interesting  subject  to  me,  and  if  the  time  were  opportune  I  would 
like  to  talk  on  it — had  the  question  come  up  on  Wednesday  or 
Thursday — but  in  my  opinion  this  is  not  an  opportune  time.  I 
could  not  adequately  express  what  I  want  to  say  in  a  few  minutes. 
It  would  take  me  at  least  30  minutes,  and  I  do  not  feel  this  morning 
like  taking  that  much  time.  I  hope  some  time  this  association  will 
be  able  to  get  around  to  this  subject  of  rate  making  when  we  can 
all  take  more  interest  in  it. 

The  SECRETARY.  Oklahoma. 

Mr.  WATSON,  of  Oklahoma.  I  do  not  want  to  consume  more  than 
a  few  minutes.  In  rate  making  there  are  several  factors  to  be  con- 
sidered. One  of  the  most  important,  I  think,  is  investments  which 
are  made  by  the  carriers.  I  notice  in  the  decisions  of  some  of  the 
courts  that  where  the  commissions  of  some  of  the  States  have  based 
their  rates  upon  the  valuation  of  the  property,  and  that  has  been 
shown  to  give  a  reasonable  compensation  to  the  carriers,  that  those 
rates  have  been  sustained.  The  -trouble  with  some  commissions  is  in 
the  valuation  of  the  property.  Those  States  which  have  been  sus- 
tained in  their  rates  made  their  valuation  upon  what  the  property  is 
worth  to-day.  Some  others  think  that  they  had  better  make  their 
rates  upon  the  valuation  of  the  property  replaced  anew. 

The  railroad  companies  take  into  consideration  their  investments 
upon  their  rolling  stock,  and  I  believe  in  their  reports  they  tell  you 
a  steam  engine  or  locomotive  engine  costs  on  an  average  about 
$15,000  and  the  life  of  that  engine  is  approximately  about  25  years, 
the  steel  rails  at  what  they  cost  and  the  life  of  those  rails  at  about 
25  years,  the  box  cars  at  what  they  cost  and  the  life  of  those  is 
about  20  years,  the  flat  cars  at  cost  and  the  life  of  those  about  15 
years.  But  they  take  off  each  year  the  cost  of  those  equipments.  For 
instance,  the  life  of  a  locomotive  being  25  years  and  costing  $15,000, 
they  take  off  one  twenty-fifth  of  that  each  year  and  add  to  some 
account. 

The  same  way  with  the  steel  rails.  If  the  life  of  that  rail  is  25 
years,  they  take  off  one  twenty-fifth  of  that,  and  at  the  same  time,  at 
the  expiration  of  25  years,  that  has  a  little  more  salvage  due  it  than 
a  box  car  or  a  steam  engine.  If  you  take  the  valuation  of  properties 
of  the  railroads  at  what  the}7  show  to  be  with  the  depreciation  off 
each  year,  and  base  your  rates  upon  that,  the  decisions  of  some  of  the 
courts  in  those  cases  have  sustained  that  valuation.  Where  some  of 
the  States  have  placed  the  valuation  upon  the  replacement  value 
anew,  the  courts  did  not  sustain  it  from  the  fact,  like  in  the  Minne- 
sota case,  where  you  take  these  cases  up  before  some  of  the  Federal 
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judges  west  of  the  Mississippi  River,  I  might  say  they  only  see  two 
things — one  is  the  cost  of  the  property  and  the  other  the  earnings 
upon  that  property. 

So  if  you  show  the  cost  of  the  property  to  be  fair  and  reasonable 
and  the  earnings  fair  and  reasonable,  you  will  likely  be  sustained  by 
the  courts.  But  when  the  cost  of  the  property  is  beyond  all  reason, 
you  can  not  make  a  rate  within  the  bounds  of  reason  that  will  give 
the  railroad  company  the  property  earnings  upon  what  they  claim 
they  have  invested.  And  hence,  without  any  criticism  upon  our 
judges  west  of  the  Mississippi  Kiver,  they  see  only  the  earnings  of  a 
railroad,  and  so  far  as  the  other  things  that  enter  into  that  are  con- 
cerned, they  are  about  as  ignorant  as  anybody  else  upon  that  subject. 

I  might  add,  Mr.  President,  that  our  experience — the  experience  of 
a  great  many  of  us  who  have  been  pulled  into  the  Federal  courts 
west  of  the  Mississippi  River — is  that  we  would  prefer  to  try  our 
cases  before  the  president  of  the  railroad  rather  than  some  of  those 
Federal  judges,  because  the  president  of  the  railroad  has  a  better 
idea  of  them  than  the  Federal  judges  seem  to  have. 

But  if  we  want  to  carry  our  cases  to  a  higher  tribunal,  where  we 
have  more  confidence,  it  Avould  be  best  for  us  to  place  our  valuations 
upon  the  property  as  the  property  shows  to-day  and  take  the  depre- 
ciations that  they  render  to  the  State  commissions  and  the  Interstate 
Commerce  Commission  to  show  what  that  valuation  is  to-day.  When 
we  do  that  we  can  make  a  reasonable  rate  that  will  be  entirely  satis- 
factory to  the  people  of  the  States  and  at  the  same  time  I  believe 
that  we  will  be  sustained  by  the  Supreme  Court  of  the  United  States 
in  those  rates,  because  a  reasonable  rate  under  that  valuation  would 
show  a  proper  dividend,  sufficient  upon  the  valuation.  So  that  I 
think  that  is  one  of  the  things  which  should  be  considered  in  taking 
the  valuations  of  all  of  these  corporations — not  only  of  railroads,  but 
telephone,  telegraph,  and  everything  upon  which  we  place  a  rate — 
that  it  should  be  based  to  a  great  extent  upon  the  valuation  of  that 
property  with  the  depreciation  off.  When  we  do  that  I  believe  that 
we  will  be  sustained  by  the  Supreme  Court  of  the  United  States, 
because  the  earnings  will  justify  it. 

The  SECRETARY.  Oregon  (no  response).  Pennsylvania  (no  re- 
sponse). South  Carolina  (no  response).  South  Dakota. 

Mr.  ROBINSON,  of  Soifth  Dakota.  I  do  not  wish  to  say  anything 
particularly  upon  this  very  important  subject,  for  I  realize  the  im- 
portance of  it,  and  that  in  order  to  say  anything  that  would  be 
instructive  to  this  body  of  men  a  man  should  be  prepared. 

Our  commission  is  peculiarly  constituted.  We  have  a  lawyer  on 
it  who  does  the  talking,  we  have  a  doctor  who  attends  to  the  ills  of 
the  people,  and  then  we  have  a  common  business  man.  I  happen  to 
be  the  business  man,  and  I  look  upon  this  from  a  business  standpoint. 
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It  seems  to  me  the  most  important  items  to  be  considered  in  rate 
making  are  the  value  of  the  property  invested,  and  that  this  body, 
or  any  other  body  having  to  do  with  this  subject,  should  require  a 
strict  accounting  of  all  the  incomes  and  all  the  expenditures  of  those 
systems.  If  any  commission  has  those  two  factors,  it  seems  to  me  it 
would  not  be  difficult  to  make  a  proper  rate. 

Now,  this  is  all  I  have  to  say,  'and  I  think  these  are  the  two  very 
important  subjects  in  connection  with  rate  making. 

The  SECRETARY.  Virginia  (no  response).  Wisconsin  (no  response). 
Interstate  Commerce  Commission  (no  response).  That  completes 
the  calling  of  the  roll. 

POWERS,   DUTIES,   AND  WORK  OF   STATE   RAILWAY   COMMIS- 
SIONERS. 

The  PRESIDENT.  The  next  subject  to  be  dealt  with  is  the  powers, 
duties,  and  work  of  State  railway  commissioners.  I  presume  we  will 
deal  with  this  in  the  same  manner. 

Mr.  KILPATRICK,  of  Illinois.  I  would  make  a  motion  to  this  effect : 
That  this  subject  be  discussed  informally  by  a  call  of  the  roll,  as  was 
done  with  the  previous  subject,  and  that  gentlemen  who  speak  be  re- 
stricted in  their  remarks  to  not  to  exceed  five  minutes. 

The  motion  was  carried. 

The  SECRETARY.  Arizona  (no  response).  Arkansas  (no  response). 
Florida  (no  response).  Georgia  (no  response).  Illinois  (no  re- 
sponse. Iowa  (no  response).  Kansas. 

Mr.  HOGUELAND,  of  Kansas.  On  behalf  of  Kansas  I  desire  to  say 
that  we  have  had  created  recently  a  public-utilities  commission.  Our 
law  has  been  modeled  somewhat  after  that  of  Wisconsin  and  Xew  York. 
Prior  to  May  22,  1911,  a  board  of  railroad  commissioners,  consisting 
of  three  commissioners,  existed  in  our  State.  This  commission  had 
almost  absolute  control  over  common  carriers,  but  no  control  over 
utilities.  The  new  act  confers  upon  the  new  commission  all  the 
various  duties  that  devolved  upon  the  old  commission,  and  in  addi- 
tion thereto  the  supervision  and  control  over  telegraph  and  telephone 
lines,  water,  light,  gas,  and  power  companies  other  than  those  located 
wholly  or  principally  within  any  city. 

This  provision  excludes  from  our  control,  as  you  will  note,  utili- 
ties situated  wholly  or  principally  within  any  city.  It  is  our  judg- 
ment that  this  is  wrong,  that  the  control  of  all  utilities,  both  State 
wide  and  those  within  cities,  should  be  vested  in  the  State  commission. 
I  might  also  add  that  the  law  confers  upon  our  commission  control 
over  the  issuance  of  stocks  and  bonds.  It  also  gives  the  commission 
the  right  to  say  whether  a  new  organization,  a  new  common  carrier 
or  utility,  shall  begin  business  within  the  State.  And  under  a  con- 
solidation of  corporations  no  sale  of  stock  in  competing  corporations 
or  utilities  can  be  made  without  the  consent  of  the  commission. 
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The  SECRETARY.  Kentucky  (no  response).  Maryland  (no  re- 
sponse). Massachusetts  (no  response).  Michigan  (no  response). 
Minnesota  (no  response).  Missouri  (no  response).  Montana  (no 
response).  Nebraska  (no  response).  New  Hampshire  (no  response). 
New  Jersey  (no  response).  New  York,  first  district  (no  response) 
NCAV  York,  second  district. 

Mr.  DECKER,  of  New  York.  I  feel  somewhat  like  the  gentleman 
from  Ohio  did  with  relation  to  rate  making.  To  make  this  order  of 
business  interesting,  I  think  we  should  be  able  to  make  a  pretty  full 
comparison  between  the  different  States  and  to  enter  into  a  discussion 
of  what  might  be  done  in  the  way  of  making  some  powers  more 
extensive  in  some  States  or  making  them  conform  to  the  general  rule 
in  all  States  as  to  particular  powers,  a  discussion  as  to  how  the  duties 
are  performed  and  generally  how  the  work  progresses. 

I  sympathize  with  the  idea  that  this  morning  we  ought  to  be  con- 
fined to  five  minutes,  but  it  is  perfectly  impossible  for  any  commis- 
sioner to  state  the  powers,  duties,  and  work  of  his  commission  and 
discuss  them  within  that  space  of  time.  Some  years  ago,  I  think 
three,  we  had  a  very  full  report  upon  the  subject  of  the  duties  and  the 
work  of  State  commissions.  That  report  is  contained  in  our  pro- 
ceedings. It  was  of  very  great  benefit  to  us,  and  we  did  discuss  that 
report.  It  was  one  of  the  most  interesting  features  of  the  meeting. 

I  am  inclined  to  think  that  without  a  committee  report,  or  without 
some  general  participation  by  numerous  commissioners  in  attendance 
in  regard  to  their  own  work  and  duties  and  powers,  that  merely  get- 
ting up  for  a  few  minutes  and  stating  a  general  outline  of  the  work 
of  the  commission  is  rather  perfunctory.  I  may  add,  however,  for 
the  benefit  of  those  present,  that  the  powers  of  the  New  York  com- 
mission are  very  extensive.  I  think  they  comprise  every  department 
of  railroads  and  other  utility  corporations.  It  is  our  effort  to  refrain 
from  interfering  with  the  management,  except  where  injustice  is 
indicated,  where  improvements  are  necessary,  where  rates  as  you 
know  are  excessive,  where  the  capitalization  sought  is  plainly  unjust. 

I  may  say  the  law  in  New  York  appears  to  be  working  very  well, 
and  it  seems  to  be  accepted  as  a  good  law,  not  only  by  the  public,  but 
by  the  managers  of  the  companies  who  are  subject  to  its  operation. 

The  SECRETARY.  North  Dakota  (no  response).  Ohio  (no  re- 
sponse). Oklahoma  (no  response).  Oregon  (no  response).  Penn- 
sylvania (no  response).  South  Carolina  (no  response).  South 
Dakota  (no  response).  Virginia  (no  response).  Wisconsin  (no  re- 
sponse). That  completes  the  calling  of  the  roll. 

INVITATION   TO   CANADIAN   COMMISSION. 

Mr.  KILPATRICK,  of  Illinois.  I  rise  for  the  purpose  of  making  a 
motion.  The  president  of  our  association  indicated  that  there  was 
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present,  at  least  yesterday,  a  representative  of  the  railroad  commis- 
sion of  the  Dominion  of  Canada. 

Some  years  ago,  some  of  the  gentlemen  of  this  convention  may 
recall,  I  made  a  motion  at  that  time  requesting  the  president  of  this 
association  to  invite  the  railroad  commissioners  of  Canada  to  be 
present  at  the  sessions  of  this  convention  and  to  participate  in  its 
deliberations. 

I  want  to  renew  that  motion  now,  for  this  reason,  that  possibly 
some  of  the  gentlemen  here  realize  the  fact  that  the  Canadian  com- 
mission is  in  a  measure  interested  in  the  work  of  the  commission 
of  the  United  States.  The  commissioners  from  Michigan  will,  I 
think,  bear  me  out  in  the  statement  that  the  work  of  the  Canadian 
commission  laps  over  into  their  territory,  and  possibly  in  Ohio ;  and 
I  know  that  in  Maine  the  International  Eailroad  of  Canada  operates 
a  line  of  road  through  their  State.  I  know  that  we  of  Illinois  have 
mutual  interests  with  the  Canadian  commission,  and  I  was  in  hopes 
that  I  would  meet  the  gentlemen  from  Canada  to-day. 

I  renew  my  motion  made  several  years  ago  that  the  president  of 
this  association  be  requested  to  invite  the  Canadian  commissioners 
to  meet  with  this  association  at  its  next  annual  meeting  and  partici- 
pate in  its  deliberations. 

Mr.  GOTLIN,  of  Ohio.  I  am  in  hearty  sympathy  with  the  tenor  of 
that  resolution,  but  I  would  ask  the  mover  to  allow  just  a  slight  cor- 
rection or  addition,  namely,  that  they  be  present  in  person  or  by 
proxy;  that  is,  if  they  can  not  come,  that  they  send  a  representa- 
tive to  attend  our  meeting. 

Mr.  KILPATKICK,  of  Illinois.  I  will  accept  that  amendment. 

The  motion  was  carried. 

Mr.  PATTON,  of  Oklahoma.  As  a  matter  of  information,  I  would 
like  to  ask  Mr.  Decker  one  question,  whether  or  not  the  New  York 
Public  Service  Commission  has  the  authority  to  make  and  enforce 
emergency  rates  pending  a  hearing  on  any  matter  that  might  come 
before  the  commission  ? 

Mr.  DECKER,  of  New  York.  I  would  say  in  answer  to  the  question 
of  the  gentleman  that  we  do  not  have  authority  to  suspend  a  pro- 
posed increase  in  rates  nor  to  put  in  so-called  emergency  rates  upon 
the  prima  facie  showing  of  the  complainant. 

Mr.  PATTON,  of  Oklahoma.  Only  on  hearing? 

Mr.  DECKER.  Yes,  sir. 

SHIPPERS'   CLAIMS   ON   CARRIERS. 

The  PRESIDENT.  There  is  one  other  report  now,  shippers'  claims  on 
common  carriers.  The  Chair,  shortly  after  taking  office,  appointed 
a  committee  on  this  question,  overlooking  the  fact  that  at  our  last 
convention  the  matter  had  been  left  in  the  hands  of  the  old  committee 
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for  a  report.  The  result  of  this  misunderstanding  was  that  neither 
committee  is  now  prepared  to  report. 

Mr.  STAPLES,  of  Minnesota.  Is  not  that  one  of  the  matters  referred 
to  in  the  president's  address  before  this  convention  ? 

The  PRESIDENT.  This  is  a  general  subject.  My  reference  was  to 
misquotation  of  rates  and  dropping  of  prepay. 

Mr.  STAPLES,  of  Minnesota.  Would  it  not  be  involved  in  the  gen- 
eral subject? 

The  PRESIDENT.  Well,  perhaps  it  would. 

Mr.  STAPLES,  of  Minnesota.  If  it  is  not  out  of  order,  I  will  move  at 
this  time  that  the  particular  reference  to  that  topic  contained  in 
the  president's  address  be  referred  to  the  committee  on  legislation. 
It  seems  to  me  that  the  manner  in  which  that  particular  matter  is 
handled  by  the  president  is  one  which  calls  for  a  recommendation  for 
specific  legislation  upon  that  one  phase  of  the  question. 

While  I  would  not  wish  to  take  from  the  proper  functions  of  the 
committee  on  claims  any  part  of  its  work,  I  think  that  it  can  be 
segregated  so  that  that  portion  referred  to  by  the  president  might 
properly  be  handled  by  the  committee  on  legislation,  and  I  make  that 
motion  at  this  time. 

Mr.  STAPLES,  of  Minnesota.  There  should  be  some  disposition  made 
of  it  before  we  adjourn,  and  I  thought  this  was  as  good  an  oppor- 
tunity as  any  to  have  it -done. 

Mr.  GOTHLIN,  of  Ohio.  The  question  you  are  now  discussing,  I  be- 
lieve, appears  on  page  20  of  the  first  day's  proceedings,  in  your 
address,  where  the  following  is  the  language : 

I  think  there  should  be  a  provision  by  appropriate  legislation  for  the  recovery 
by  the  party  aggrieved  of  a  penalty  of  $250  and  attorneys'  fees  for  the  misquo- 
tation of  rates  or  the  dropping  of  prepay  from  billing,  to  be  collected  in  an 
action  against  the  initial  carrier. 

I  wish  to  explain  to  the  association  that  this,  together  with  other 
recommendations  by  the  president,  was  referred  to  the  executive  com- 
mittee. The  members  of  the  executive  committee,  of  course,  all  know 
this  was  taken  up  during  the  meeting  yesterday  morning,  and  we 
had  quite  a  lengthy  discussion  in  the  committee  upon  it.  The  form 
of  the  resolution  that  has  been  'prepared  by  the  chairman  of  the  com- 
mittee was  not  satisfactory  to  all  the  members  of  the  committee,  and 
a  subcommittee  was  appointed  to  draft  a  suitable  resolution.  The 
subcommittee  has  been  unable  to  get  at  it. 

The  motion  was  carried. 

RAILWAY  SERVICE   AND   RAILWAY  ACCOMMODATIONS. 

The  PRESIDENT.  The  next  subject  is  railway  service  and  railway 
accommodations,  and  is  another  topic  on  which  a  report  has  not  been 
prepared. 
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Mr.  KILPATRICK,  of  Illinois.  I  move  that  this  subject  be  passed  at 
the  present  time  and  that  the  committee  for  next  year  be  continued. 

The  PRESIDENT.  Without  objection,  it  will  be  so  ordered. 

Mr.  MCKNIGHT,  of  Arkansas.  I  have  a  little  resolution  on  that 
very  subject  which  we  have  just  had  up,  and  I  want  to  have  it  re- 
ferred to  the  committee  that  is  going  to  be  appointed  on  that  sub- 
ject. I  do  not  want  to  let  this  opportune  moment  pass.  It  is  a  ques- 
tion of  weights.  Here  is  the  resolution : 

That  the  question  of  correct  weights  and  the  manner  of  obtaining  same  by  the 
carriers  for  the  use  of  the  shipper  in  determining  the  correct  freight  be  referred 
to  the  committee  on  railway  service  and  railway  accommodations. 

Now,  here  is  the  question  in  reference  to  this  little  resolution.  It 
will  take  just  a  minute.  I  go  to  a  short  road  there.  A  man  has  a  car 
of  lumber  loaded  on  that  road  for  some  point.  The  railroad  agent 
says  this  is  an  interstate  shipment.  You  have  not  anything  to  say 
about  the  weight  of  this  car,  and  he  will  just  guess  at  it,  and  he 
makes  that  man  pay  on  that  guess.  They  have  robbed  hundreds  and 
hundreds  of  dollars  on  that  line.  I  would  like  to  have  this  referred 
to  that  committee.  I  will  make  a  motion  that  this  resolution  be 
referred  to  the  committee  which  has  just  been  "passed  over. 

The  motion  was  carried. 

ACCOUNTS  AND   STATISTICS  OF   ELECTRIC  RAILWAYS. 

The  PRESIDENT.  The  next  subject  is  "Accounts  and  statistics  of 
electric  railways."  I  understand  that  no  report  has  been  prepared 
on  that  subject.  Unless  there  is  objection,  this  subject  will  be  passed 
and  referred  to  the  committee  for  next  year. 

The  special  order  is  the  report  of  the  committee  on  railway  capital- 
ization. 

Mr.  GOTHLIN,  of  Ohio.  I  asked  that  that  report  be  made  a  special 
order  for  11  o'clock  to-day,  because  the  Public  Service  Commission 
of  Ohio  is  now  confronted  with  a  problem  on  which  we  want  light 
and  information. 

On  the  1st  of  July  the  public-service  commission  was  inaugu- 
rated. Notwithstanding  the  law  has  been  in  effect  but  three  months, 
we  have  been  confronted  with  all  kinds  of  problems.  Promoters 
have  come  to  us  and  tried  to  ascertain  what  our  attitude  would  be. 
They  want  to  know  how  much,  or  what  proportion,  of  an  issuance 
of  stock  we  would  be  willing  to  allow  promoters  in  a  new  enterprise — 
an  interurban  railroad,  for  instance. 

Interurban  railroads  and  utilities  have  come  to  us  where  their  exist- 
ing indebtedness  is  such  that  the  net  earnings  were  not  entirely  suffi- 
cient at  the  present  time  to  pay  the  interest,  or,  in  some  other  cases, 
where  they  are  barely  sufficient,  and  they  need  money  for  extensions, 
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for  improvements.  They  want  to  add  to  the  already  heavy  burdens 
in  existence  by  issuing  more  bonds  to  enable  them  to  tide  over,  and 
they  will  put  up  the  most  pitiful  plea  that,  for  instance,  "  We  need 
some  money  to  put  in  new  tracks  or  some  new  machinery  that  is  abso- 
lutely necessary,  and  unless  you  allow  us  to  do  that  the  public  is 
bound  to  suffer,  and  we  do  not  want  to  go  into  bankruptcy  at  once. 
If  you  will  let  us  add  $50,000  or  $100,000  to  our  indebtedness— we 
want  to  sell  them  at  80  or  85 — and  that  will  help  us  out,  at  least  for 
the  time  being." 

And  yet  it  seems  almost  certain  to  anybody  that  looks  at  the  situa- 
tion that  it  only  means  adding  further  burdens  and  that  the  relief  is 
only  temporary.  Now,  what  is  the  commission  to  do  in  a  case  of  that 
kind?  Then,  again,  an  enterprise  will  come  to  us  and  want  to  start. 
They  want  to  know  whether  we  will  allow  them  to  capitalize  a  cer- 
tain amount  and  hold  capital  stock  without  issuance;  then  to  issue 
bonds  for  a  sufficient  amount  to  construct  the  utility  or  the  railroad, 
or  whatever  it  may  be.  Those  are  live,  vital  questions  with  us  at  the 
present  moment.  We  do  not  know  hardly  where  to  turn.  They  say 
to  us,  "  If  you  are  going  to  be  strict  with  your  ideas,  requiring  us  to 
sell  our  stock  for  full  value,  or  issue  stock  before  we  issue  bonds,  you 
are  going  to  drive  capital  out  of  the  State;  you  are  going  to  stop 
progress  and  construction."  I  have  attempted  to  outline  some  of  the 
problems  before  us,  and  would  appreciate  it  very  much  if  we  could 
get  some  light  on  those  questions. 

Mr.  Km,,  of  Georgia.  Before  the  gentleman  from  New  York  be- 
gins his  remarks,  in  addition  to  what  has  been  said  by  the  gentleman 
from  Ohio,  I  would  like  to  call  attention  to  one  or  two  phases  of  this 
question  upon  which  I  would  like  to  have  the  views  of  the  gentleman 
from  New  York.  Our  commission  also  has  jurisdiction  over  stocks 
and  bonds.  We  have  jurisdiction  over  all  public-service  corporations 
doing  business  within  the  State.  I  would  like  to  know  whether  the 
New  York  commission  exercises  that  jurisdiction  over  interstate  rail- 
roads, and  whether,  in  his  opinion,  if  it  exercises  that  jurisdiction, 
the  jurisdiction  can  be  sustained  in  the  courts. 

A  number  of  such  corporations  have  applied  to  the  Georgia  com- 
mission for  its  approval  of  stocks  and  bonds,  and  where  they  have 
applied  the  commission  has  exercised  that  jurisdiction.  In  other 
instances  they  have  declined  to  come  before  the  commission  in  order 
to  get  its  approval.  The  question  has  not  been  raised  or  tested  in  the 
courts,  but  evidently  it  will  be  and  will  have  to  be  tested.  I  would 
like  to  have  information  not  only  upon  that,  but  upon  one  other 
question.  If  I  caught  correctly  the  reading  of  his  report  yester- 
day— I  have  not  had  time  to  read  it  yet  this  morning — he  took  the 
position  that  the  securities  should  be  retired  from  time  to  time 
from  the  net  earnings  of  the  railroad  or  other  corporation,  as  the 
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case  might  be.  But  suppose  a  case  of  this  sort:  A  railroad  makes 
application  to  a  railroad  commission  having  jurisdiction  over  the 
subject  for  its  approval  of  stocks  and  bonds  for  the  purpose  of  build- 
ing that  railroad.  The  approval  is  given.  They  have  no  cash  capital 
paid  in.  That  road  is  built  entirely  from  the  sale  of  stocks  and  bonds. 
The  public  has  all  those  stocks  and  bonds  and  furnishes  the  money 
to  build  and  equip  that  railroad. 

The  commission  is  asked  to  allow  a  reasonable  rate,  passenger  and 
freight  rate,  upon  a  fair  valuation  of  the  property  that  is  devoted 
to  the  public  use.  Now,  then,  if  they  are  given  a  rate  that  will  pay 
all  of  their  fixed  charges  and  give  them  a  reasonable  return,  and  if, 
in  addition  to  that,  they  are  given  an  amount  sufficient  to  retire  these 
bonds  from  time  to  time,  who  is  paying  for  that  railroad?  Is  not  the 
public  paying  for  it?  If  I  understood  your  position  correctly,  it 
seems  to  be  that  the  stockholders  have  not  paid  one  cent  for  it  in  the 
end.  If  they  are  allowed,  in  addition,  as  I  say,  to  paying  the  operat- 
ing expenses  and  all  the  fixed  charges,  a  fair  return  besides,  and  on 
top  of  that  an  amount  sufficient  to  retire  these  bonds  from  time  to 
time,  it  seems  to  me  the  public  and  not  the  stockholders  is  paying  for 
the  building  and  equipment  of  that  road.  I  would  like  to  have  the 
views  of  the  gentleman  from  New  York  on  these  questions. 

Mr.  DECKER,  of  New  York.  Since  the  questions  directed  to  me  by 
the  gentleman  from  Georgia  are  the  last,  perhaps  they  are  a  little 
fresher  in  my  mind,  and  since  he  refers  to  the  report  which  I  pre- 
sented yesterday,  I  may  assume  to  answer  those  questions. 

I  should  not  like  to  be  put  in  the  position  of  having  questions  pre- 
sented to  me  upon  the  general  subject  of  railway  capitalization  sim- 
ply because  I  made  a  general  report  which  amounts  to  a  mere  dis- 
sertation upon  the  subject. 

I  think  if  he  will  read  the  report  carefully  he  will  note  that  the 
reference  to  paying  for  certain  improvements  was  a  mere  discussion 
of  what  a  railroad  company  might  do  if  it  was  able  to.  We  might 
well  say,  if  it  was  able  to  do  it  just  as  business  men  might  do  it  in 
making  extensions  to  their  business  buildings.  I  was  referring 
chiefly  in  the  report  to  the  tendency  of  constantly  swelling  fixed 
charges,  a  bonded  debt  which  lies  upon  the  property,  and  it  being 
a  fixed  charge,  piling  up  year  after  year  for  improvements  which 
are  not  always  revenue  producing,  as  we  know,  many  of  them  being 
of  a  character  to  increase  the  safety  of  railroad  operations,  or  for 
purposes  of  having  large  stations  and  all  that  sort  of  thing,  much 
larger  than  the  public  really  demands. 

I  need  not  go  into  detail,  but  it  is  a  fact  that  very  many  improve- 
ments do  not  begin,  if  they  do  at  all,  to  earn  revenue  until  a  number 
of  years  have  passed  after  they  have  been  made — and  some  of  them 
not  at  all.  But  the  general  observation  in  the  report  was  to  the  effect 
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that  if  the  earnings  permit  the  rates  may  be  assumed  to  be  reasonable. 
Indeed,  I  do  not  think  I  refer  to  the  rate  of  return  upon  the  valuation 
of  the  property,  and  I  think  you  will  find  in  the  report  that  this  is 
a  mere  general  observation  upon  that  subject. 

There  are  many  exceptional  conditions  which  exist  whereby  it 
may  very  well  be  necessary  for  a  railroad  company  to  keep  on  adding 
to  its  debt  account,  and  therefore  swelling  its  fixed  charge  indefinitely, 
where  the  traffic  is  increasing  constantly,  and  therefore  the  earn- 
ings are  supposed  to  be  increasing.  That  can  be  done  and  has  been 
done  for  a  long  period  of  years  without  material  hardship  upon  the 
corporation.  But  when  traffic  earnings  cease  to  increase  and  the  fixed 
charges  are  constantly  mounting  up,  it  needs  no  demonstration  to 
indicate  that  the  rate  of  return  to  stockholders  must  decrease.  So, 
I  say,  whatever  observations  upon  that  subject  are  in  the  report  are 
purely  from  the  financial  standpoint. 

As  to  the  other  question,  every  corporation  in  the  State  of  New 
York  which  is  organized  under  the  State  of  New  York,  as  a  railroad 
corporation,  applies  to  use  for  approval  of  its  stock  and  bond  issues, 
The  DelaAvare  &  Hudson  is  an  interstate  road.  The  New  York  Cen- 
tral is  an  interstate  road.  .The  Erie  is  an  interstate  road.  They  all 
come  to  us  for  approval  of  their  stock  and  bond  issues.  The  legal 
question  has  never  been  raised  in  our  State,  as  suggested.  For  my 
own  part  I  do  not  think  if  it  were  raised  that  the  law  would  be 
held  invalid  by  the  courts  of  the  State  of  New  York,  since  these 
corporations  are  corporations  organized  in  the  State  of  New  York. 
It  is  not  a  question  of  .whether  the  proceeds  of  the  stocks  and  bonds 
are  to  be  wholly  put  in  New  York  or  put  in  Pennsylvania. 

Mr.  HILL,  of  Georgia.  Suppose  the  corporation  was  a  foreign  cor- 
poration ? 

Mr.  DECKER,  of  New  York.  Foreign  corporations  operating  in  the 
State  of  New  York  do  so  under  what  we  term  a  license  which  is  pro- 
vided for  in  our  law.  Only  one  corporation  that  I  recall  now  operat- 
ing a  railroad  owns  a  railroad  in  the  State  of  New  York,  and  that 
corporation  is  a  foreign  corporation.  The  others  are  New  York  cor- 
porations. One  or  two  of  them  are  leased  by  a  foreign  corporation. 
I  may  instance  the  Delaware,  Lackawanna  &  Western,  which  leases 
certain  roads  that  are  owned  by  New  York  corporations.  The  New 
York  corporation,  when  it  desires  to  issue  bonds  or  stocks,  applies 
to  us,  and  the  foreign  corporation,  being  the  lessee,  does  not. 

I  think  the  only  railroad  company  in  which  the  particular  question 
might  arise  would  be  the  New  Haven,  which  does  operate  its  own 
line  to  New  York  City  a  short  distance  in  New  York  State.  We  may 
have  that  question  under  consideration. 

Referring  to  the  question  propounded  by  the  gentleman  from  Ohio, 
or  the  matters  stated  by  him,  we  believe  in  the  State  of  New  York 
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that  the  promoter,  as  he  is  commonly  called,  is  entitled  to  just  com- 
pensation for  services  which  he  actually  does  render.  I  am  now 
speaking  of  new  corporations — that  is,  where  new  roads  are  being 
constructed.  We  have  taken  that  position  from  the  outset. 

It  is  not  always  easy  to  arrive  at  the  exact  compensation  which  is 
due  the  promoter;  that  is  to  say,  what  is  the  value  of  his  services; 
but  we  take  testimony  upon  the  subject — "  How  long  have  you  been 
engaged?  What  have  you  done?  What  expenses  have  you  been 
under?  "  In  that  way  we  arrive  at  a  fair  approximation,  we  think, 
as  to  the  value  of  his  services.  They  are  to  be  termed  preliminary 
expenses.  The  engineering  services  in  preliminary  surveys  come 
under  the  same  general  designation.  The  acquiring  of  rights  of  way 
would  be  included  under  the  general  term  "  preliminary  expenses." 
But  we  do  not  lump  that  whole  matter  and  say  "  You  are  entitled  to 
50  per  cent  of  this  bond  issue  or  50  per  cent  of  the  stock  issue."  W<- 
try  to  arrive  at  what  is  just  compensation  for  the  services  rendered. 

Mr.  STAPLES,  of  Minnesota.  What  is  the  measure  of  justice  or 
injustice  which  has  been  done  if  it  develops  afterwards  that  this 
company  is  merely  a  stool  pigeon  or  a  promoting  company  for  an 
existing  Avell-organized  operating  company,  as  is  often  the  case  ? 

Mr.  DECKER,  of  New  York.  We  do  not  have  any  such  question  be- 
fore us.  It  is  the  operating  or  owning  company  which  comes  before 
us,  and  that  is  the  only  one  with  which  we  are  concerned.  The  cost 
of  the  construction  of  the  road  is  estimated,  and,  of  course,  we  take 
very  great  care  that  no  great  profits  are  going  to  be  secured.  Is  that 
what  you  mean? 

Mr.  STAPLES,  of  Minnesota.  My  question  was  addressed  to  your 
evident  purpose  to  allow  to  the  promoters  certain  considerations  for 
the  risk  and  attendant  work  on  the  matter  of  promoting  a  new  cor- 
poration or  new  company.  My  statement  was  that  it  often  develops 
afterwards  that  it  is  merely  a  subsidiary  company,  o'r,  practically  so, 
of  an  existing  operating  company. 

Mr.  DECKER,  of  New  York.  You  mean  as  to  the  extension  of  lines? 

Mr.  STAPLES,  of  Minnesota.  Yes. 

Mr.  DECKER,  of  New  York.  Under  the  laws  of  the  State  of  New 
York,  improperly,  I  think,  the  steam  railroad  corporations  may  not 
extend  their  lines.  It  has  to  be  done  through  the  medium  of  a  new 
company.  We  have  never  had  the  slightest  question  of  what  company 
is  really  behind  the  extension.  There  has  never  been  any  case  in  my 
knowledge  where  there  was  an  attempt  to  conceal  the  proposed  control 
of  new  property.  In  the  case  of  a  new  company  for  line  extension 
purposes  we  do  not  pay  very  much  attention  to  the  promotion  service. 

In  such  case  the  existing  line  which  desires  to  extend  its  tracks 
usually  organizes  the  company.  The  moneys  are  advanced  for  the 
building  of  the  extension  by  the  company  which  desires  -to  extend, 
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and  the  issues  of  bonds  by  the  new  company  often  come  up  with  the 
question  of  refunding  its  notes  for  such  advances.  When  that  is 
done  we  go  into  the  cost  of  the  construction,  just  the  same  as  if  it 
was  an  entirely  separate  and  distinct  operation. 

While  undoubtedly  promoters  who  have  been  used  to  obtain  a 
very  large  part  of  the  stock  issued,  sometimes  all  of  it,  are  dis- 
appointed b}r  careful  reasonable  State  regulation,  I  do  not  think, 
once  it  is  applied  in  a  reasonable  and  considerate  way,  that  there 
is  any  wide  discontent.  There  is  not  in  Xew  York.  There  is  dis- 
content on  the  part  of  those  who  would  like  to  have  the  old  order 
continued,  who  would  be  quite  willing  to  launch  upon  the  public  a 
bankrupt  corporation  from  the  start  as  long  as  they  can  get  their 
profits.  I  am  speaking  only  of  that  particular  class. 

There  are,  in  my  judgment,  men  engaged  in  the  promotion  of  these 
enterprises  who  are  of  the  highest  character  and  who  are  doing  so 
with  the  view  of  getting  legitimate  returns  from  their  efforts,  or 
who  are  serving  some  localities,  if  the  road  is  an  industrial  road, 
and  that  road  may  extend  some  miles  in  length.  I  do  not  mean  one 
particular  interest,  but  a  road  which  would  serve  a  lot  of  interests. 
I  feel  very  sure  that  our  experience  has  been  the  experience  which 
has  undoubtedly  been  gone  through  with  in  the  same  way  in  Wis- 
consin and  Massachusetts.  The  regulation  of  capitalization  in  that 
way  does  not  hamper  legitimate  enterprises.  Is  there  any  further 
question  ? 

Mr.  HILL,  of  Georgia.  There  was  one  other  question  I  would  like 
to  ask  the  gentleman,  and  that  is  whether  you  allow  capitalization 
on  franchises  ? 

Mr.  DECKER,  of  New  York.  We  are  forbidden  to  do  so  by  law. 

Mr.  ROBINSON,  of  South  Dakota.  I  rise  simply  to  ask  the  gentle- 
man a  question.  The  State  of  South  Dakota,  so  far  as  its  railroad 
commission  is  concerned,  is  in  the  formative  state  largely,  but  the 
commission  has  lately  gone  into  the  management  of  telephone  and 
telegraph  companies,  and  we  have  a  situation  like  this  in  that  State : 

There  is  something  like  500  different  independent  companies  in 
the  State.  Many  of  them  have  gone  into  business  with  the  idea  there 
was  a  great  deal  of  profit  in  the  business.  They  have  their  fran- 
chises. They  have  issued  their  stocks,  and  they  are  now  under  opera- 
tion, but  they  find  that  they  are  not  remunerative,  arid  they  also  find 
that  the  plant  has  depreciated  to  such  an  extent  it  is  impossible  to 
operate  it  successfully  unless  repaired  or  practically  rebuilt. 

They  come  to  the  commission  with  the  plans  and  specifications  for 
an  entire  new  plant.    They  ask  the  commission  to  set  a  price  upon 
that  service  when  the  work  is  completed,  and  they  want  to  set  the 
price  to-day.    They  want  to  put  in  operation  those  rates  to-day. 
17260—11 16 
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What  do  you  do  in  cases  of  that  kind,  and  how  do  you  proceed? 

Mr.  DECKER,  of  New  York.  Are  you  speaking  of  capitalization  ? 

Mr.  EOBINSON,  of  South  Dakota.  Not  particularly  of  capitaliza- 
tion. Rates  and  capitalization. 

Mr.  DECKEK,  of  New  York.  I  do  not  know  that  I  get  your  exact 
point.  They  have  a  plant  and  they  want  to  put  another  plant  in? 

Mr.  ROBINSON,  of  South  Dakota.  They  have  their  plant,  but  they 
find  the  prices  are  now  not  remunerative;  that  the  receipts  have  not 
warranted  them  in  keeping  up  the  plant.  They  come  before  the  com- 
mission now  to  ask  that  the  commission  allow  them  to  raise  the  rates, 
provided  they  put  in  an  entire  new  plant. 

Mr.  DECKER,  of  New  York.  While  this  is  not  included  in  this  order 
of  business,  I  will  say  that  we  have  no  applications  to  raise  rates. 
and  I  can  not  advise  you,  because  we  have  no  authority  to  do  that. 
The  company  is  entitled  to  make  its  own  rates,  and  we  judge  as  to  the 
reasonableness  of  those  charges  after  they  are  put  in  effect.  So  I 
can  not  very  well  help  you  on  that  point.  We  have  only  had  tele- 
phones for  about  a  year. 

Mr.  ROBINSON,  of  South  Dakota.  Excuse  me  a  moment  and  I  will 
explain.  Some  years  ago,  after  these  companies — a  large  number — 
had  been  formed,  the  legislature  passed  a  law  requiring  the  com- 
panies to  file  with  the  commission  their  rates  and  forbidding  the 
raising  of  these  rates  until  the  raise  was  approved  by  the  commission. 
Hence  those  matters  all  come  before  the  commission. 

Mr.  DECKER,  of  New  York.  It  seems  to  me  you  have  got  to  take 
into  account  precisely  what  the  property  investment  cost  is  and  what 
the  company  can  afford  to  do.  That  is  certainly  what  I  think  we 
would  do  upon  complaint  against  an  advance  in  rates.  The  burden, 
of  course,  would  be  upon  the  company  when  the  advance  in  rates  is 
made. 

Mr.  BENTON,  of  New  Hampshire.  One  of  the  difficult  questions 
which  arises  with  us,  and  which  the  new  public-service  commission 
has  to  meet,  is  the  question  of  determining  what  increase  in  capitali- 
zation shall  be  allowed  to  a  utility  which  purchases  the  plant  of  a 
competing  utility,  a  large  part  of  which  purchased  plant  is  a  dupli- 
cation of  the  plant,  which  makes  it  necessary  that  the  purchased 
plant  will  have  to  be  scrapped  or  put  to  some  use  at  some  subsequent 
time,  which  would  never  be  required  at  the  time  when  the  contract  of 
purchase  is  made,  except  for  the  purpose  of  disposing  of  the  com- 
petitor. 

I  have  had  the  benefit  of  a  conversation  with  the  gentleman  from 
New  York,  Mr.  Decker,  as  to  the  way  in  which  his  commission  treats 
these  matters,  and  in  view  of  his  desire  that  the  interrogation  of  him- 
self should  not  proceed  further,  I  should  say  I  should  very  gratefully 
value  an  expression  from  the  gentleman  who  was  formerly  on  the 
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Wisconsin  commission,  Commissioner  Meyer,  as  to  the  way  in  which 
that  commission  has  dealt  with  those  matters.  The  exact  point,  to 
restate  it,  is  this :  When  a  utility'  purchases  the  property,  the  rights, 
and  franchises  of  a  competing  utility,  a  large  percentage  of  the  prop- 
erty of  the  utility  purchased  is  not  suitable  for  continuing  the  busi- 
ness. How  does  the  commission  proceed  in  the  matter  of  allowing  an 
increase  in  the  capitalization  of  such  companies  ? 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  The  Wiscon- 
sin statute  provides  that  the  securities  of  the  consolidated  company 
shall  not  exceed  the  aggregate  of  the  constituent  companies ;  so  that 
feature  of  the  situation  is  met  by  statute  and  not  by  requirement  of 
the  commission. 

As  a  practical  matter  I  imagine  what  the  gentleman  from  New 
Hampshire  had  in  mind  is  to  what  extent  the  Wisconsin  commission 
would  be  willing  to  have  such  a  consolidated  company  issue  addi- 
tional securities  in  order  to  build  up  its  property,  assuming  the 
property  acquired,  as  is  oftentimes  the  case,  is  largely  old  junk. 
The  Wisconsin  commission  has  generally  taken  the  position  that, 
even  though  the  aggregate  of  the  securities  outstanding  might  ex- 
ceed the  value  of  a  plant  double  the  size,  in  first-class  condition,  what 
the  public  required  was  good  service  and  what  the  company  must 
have  in  order  to  give  that  service  was  money,  and  that  the  commis- 
sion must  do  whatever  it  reasonably  could  do  to  put  the  company  in 
a  position  where  it  can  get  money.  We  believe  in  Wisconsin,  as  I 
imagine  all  of  you  gentlemen  do,  that  so  far  as  possible  every  share 
of  stock  should  stand  for  $100,  assuming  the  face  value  to  be  $100. 
That  is  my  personal  belief.  Officially  it  is  not  always  possible  to  re- 
quire that  and  not  always  in  the  interest  of  the  public  to  require  that. 

One  gentleman,  when  he  was  on  the  floor  this  morning,  called 
attention  to  the  fact  that  as  there  was  a  continued  increase  in  issu- 
ance of  bonds,  the  fixed  charges  were  increased.  Now,  it  may  be 
profitable  to-day  to  issue  4  per  cent  or  4J  per  cent  bonds  to  replace 
stocks  that  have  been  paying  6  per  cent  dividends ;  but  if  to-morrow 
your  business  shrinks,  why,  of  course,  your  fixed  charges  are  in- 
creased, and  that  is  doubtless  a  menace  in  times  of  business  depres- 
sion. That  is  one  thing,  it  seems  to  me.  that  every  regulative  com- 
mission must  bear  in  mind — how  to  handle  the  issuance  of  these 
securities,  in  so  far  as  public  authority  can  handle  them,  in  such  a 
way  as  to  diminish  the  danger  in  times  of  business  depression. 

Now,  these  public-service  corporations  must  be  in  a  position  to 
secure  money.  In  some  States  it  is  possible — in  Wisconsin  it  is  gen- 
erally possible — to  sell  stocks  at  par.  It  is  generally  possible;  not 
always.  It  is  possible  to  secure  money  for  the  promotion  of  new 
enterprises  through  the  sale  of  stocks  to  a  very  considerable  extent. 
But  there  are  cases  in  which  that  is  impossible,  and  in  such  cases 
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either  the  stock  must  be  soli!  at  ic>s  than  par  or  the  bonded  indebted- 
ness of  the  company  will  be  inriva-ed.  and  also  the  fixed  charges. 
Therefore  the  company  will  be  subjected  to  more  rigid  rules  in  the 
conduct  of  its  business  and  more  liable  to  go  down  in  times  of 
business  depression. 

All  of  you  gentlemen  who  are  connected  with  State  commissions 
regulating  securities,  I  believe,  act  under  laws  that  require  approval 
on  the  part  of  public  authority  before  the  securities  are  issued.  That 
is  the  Wisconsin  law.  And  while  I  was  a  member  of  the  Wisconsin 
commission,  in  common  with  my  colleagues  of  the  commission,  I  often 
asked  the  question,  "To  what  extent,  after  all,  is  it  desirable  that 
express  sanction  shall  be  given  to  the  issuance  of  securities  in  ad- 
vance? If  that  approval  is  given  in  advance  of  such  issuance,  does 
not  the  State  thereby  place  a  certain  stamp  of  legitimacy  and  value 
upon  stocks  and  bonds?  " 

Now,  you  and  I  know  that  a  share  of  stock,  even  though  it  reads 
100  cents  on  a  dollar  for  $100  per  share,  is  not  $100.  We  all  know 
that,  but  the  general  public,  that  is  not  cognizant  with  the  details  of 
these  transactions,  has  an  impression  that  a  share  of  stock  is  a  claim 
for  a  fixed  return;  and  the  impression  prevails,  furthermore,  that 
every  share  outstanding  must  be  considered  in  the  establishment  of 
rates  in  such  a  way  that  the  returns  which  have  up  to  the  present 
time  been  paid  upon  such  outstanding  shares  may  continue;  and 
there  at  once  we  have  the  question  of  the  relation  of  securities  to 
rates. 

All  of  us  know  that  the  gentlemen  representing  public  utilities  are 
constantly  urging  a  consideration  of  their  securities  in  the  establish- 
ment of  rates.  Now,  that  is  a  fact  with  which  we  are  confronted. 
Is  it  possible  for  regulating  authorities  to  so  mold  public  sentiment 
as  to  get  out  of  the  public  mind  the  current  impression  that  there  is  a 
definite,  a  necessary  connection  between  securities  and  rates ;  that  the 
telephone  rates,  for  instance,  are  governed  by  the  amount  of  stocks 
and  bonds  outstanding;  that  the  rates  which  the  public  authority 
must  establish  are  to  be  based  on  the  aggregate  of  the  original  con- 
stituent companies  plus  the  new  securities  authorized  ? 

If  in  your  State  you  value  your  properties,  if  you  have  a  tax  com- 
mission or  some  other  authority  that  places  a  value  upon  that  prop- 
erty, and  you  as  railroad  commissioners  establish  the  rates,  to  what 
extent  are  you  interested  in  the  issuance  of  securities  except  as  a 
question  of  public  morals?  You  do  not  want  fraud.  You  want  to 
protect  the  investor  as  far  as  you  can.  You  want  to  give  him  infor- 
mation in  order  that  he  may  know  what  he  is  buying,  but  when  you 
have  given  the  investor  the  information  that  it  is  possible  for  you  to 
give,  can  you  do  much  more  for  him?  If  you  establish  rates  it  is 
within  your  power  to  see  that  the  rates  are  reasonable. 
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The  questions  that  have  been  asked  here,  and  others  that  might  be 
asked  following  them,  are,  as  we  all  recognize,  of  the  greatest  im- 
portance. No  one  man  or  body  of  men  is  wise  enough  to  answer 
them.  If  we  could  answer  them,  the  country  would  run  smoothly  in 
that  respect  within  a  feAv  days.  When  we  started  out  in  Wisconsin 
we  thought  that  previous  approval  was  doubtless  a  very  good  thing, 
and  it  is  a  good  thing  in  many  respects,  but  I  want  to  repeat  that 
our  doubt  increased  with  our  experience,  and  the  greater  our  experi- 
ence became  the  greater  was  our  doubt.  If  you  say  bonds  shall  not 
be  sold  for  less  than  75  or  80,  there  is  a  great  margin,  a  margin  large 
enough  to  allow  all  the  latitude  there  ought  to  be.  I  do  not  know 
whether  I  have  answered  your  question. 

Mr.  BENTON,  of  New  Hampshire.  I  think  the  gentleman  from  the 
Interstate  Commerce  Commission  has  aided  me  a  great  deal.  Un- 
doubtedly in  the  mind  of  the  legislature  when  these  acts  were  passed 
there  was  more  or  less  ever  present  the  idea  that  capitalization  was 
connected  with  rates  and  that  the  commission  should  supervise 
capitalization  in  the  future  for  the  purpose  of  keeping  capitali- 
zation down  where  a  fair  return  upon  the  capitalization  would  not 
necessitate  an  excessive  rate. 

If  that  is  the  purpose  of  capitalization,  then  it  would  seem  to  me 
that  the  question  very  often  arises  whether  a  utility  which  was  pur- 
chasing the  plant  of  a  competing  utility  should  be  permitted  to  in- 
crease its  capital  stock  to  the  full  extent  of  the  whole  capital  stock 
of  the  competing  company  when  it  might  not  be  getting  more  than 
25  per  cent  in  value  of  the  amount  of  the  capital  stock  of  that  com- 
pany. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  May  I  sug- 
gest to  the  gentleman  from  New  Hampshire  that  I  spoke  not  as  an 
Interstate  Commerce  Commissioner,  but  as  a  commissioner  of  Wis- 
consin. 

Regarding  this  matter  of  rates  and  capitalization,  which  was  men- 
tioned by  the  gentleman  from  New  Hampshire,  I  did  not  mean  to 
leave  the  impression  and  I  do  not  understand  him  to  get  the  impres- 
sion that  in  the  public  mind  only  there  was  that  impression.  That 
impression  goes  outside  of  the  general  public.  Gentlemen  who 
handle  cases  before  the  commissions  are  constantly  urging  a  consid- 
eration of  stocks  and  bonds. 

All  I  desired  to  call  attention  to  was  that  in  the  mind  of  the  public 
there  was  doubtless  the  feeling  that  the  shares  of  stock  represented  a 
definite  claim  against  the  property  which  public  regulating  authori- 
ties must  recognize.  We  all  know  that  shares  of  stock  do  not  repre- 
sent that  claim.  If  through  our  action  we  greatly  increase  the 
proportion  of  bonds  to  stocks,  we  increase  the  definite  claim,  because 
bonds  do  represent  such  a  claim.  While  if  we  increase  the  propor- 


244         NATIONAL,  ASSOCIATION   OF   RAILWAY   COMMISSIONERS. 

tion  of  stocks  to  bonds,  creating  a  larger  volume  of  stocks  as  coin- 
pared  with  bonds,  the  claim,  whatever  it  may  be,  is  not  imperative. 
And  when  we,  as  regulating  authorities,  decide  not  to  advance  a  rate, 
and  if  as  a  result  of  such  action  it  is  necessary  to  cut  down  the 
surplus  and  funds  available  for  distribution  to  shareholders,  this  can 
be  done  without  violence  in  business,  whereas  you  can  not  cut  down 
the  interest  rate  on  bonds  without  foreclosing. 

Mr.  RADCLIFFE,  of  Ohio.  I  should  like  to  ask  whether  I  understood 
the  gentleman  correctly  when  he  said  it  was  impossible  to  sell  stocks 
at  par  or  near  par. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  I  meant  a 
share  of  stock.  I  had  in  mind  specifically  the  State  of  Wisconsin, 
which,  as  you  all  know,  is  not  a  rich  State,  although  a  prosperous 
State;  and  yet  the  greater  number  of  small  auxiliary  railroads  that 
have  been  constructed  in  that  State  within  the  years  of  the  activity 
of  myself  as  commissioner  have  been  built  largely  through  the  sale 
of  stocks  to  local  people  and  at  par,  100  cents  on  the  dollar,  and  the 
money  actually  went  into  the  property. 

That  is  one  of  the  functions  of  a  State  commission,  to  see  that  the 
money  actually  goes  into  the  property.  That  is  sometimes  difficult 
to  ascertain.  In  some  States,  I  am  advised,  it  is  not  possible  to  build 
the  small  local  lines  necessary  for  the  development  of  those  States 
and  sell  that  stock  at  par. 

I  do  not  mean  to  say  that  in  our  State  promoters  of  such  lines  have 
not  undertaken  to  sell  bonds.  They  have.  But  generally  they  go  to 
some  bonding  house  after  they  have  secured  practically  enough  money 
to  build  the  road  and  say,  "  Now,  we  want  so  much  more  to  buy  loco- 
motives and  cars,"  and  some  bonding  house  would  probably  give 
them  some  more  money  at  4  or  5  per  cent,  or  whatever  the  rate  might 
be,  on  the  bonds. 

Mr.  RADCLIFFE,  of  Ohio.  The  reason  I  asked  the  question  is  be- 
cause the  promoters  of  new  enterprises  tell  our  commission,  when 
they  come  there  for  an  issue  of  securities,  that  it  is  impossible  to  sell 
stocks  at  any  price;  that  the  only  thing  they  can  find  a  market  for  is 
their  bonds.  That  is  one  of  the  practical  propositions  before  our 
commission. 

I  would  like  to  ask  Mr.  Decker  whether,  in  the  experience  of  the 
Xew  York  commission,  they  are  often  called  upon  to  authorize  the 
issue  of  securities  in  order  to  secure  a  surety  company?  Our  law 
is  much  like  yours. 

Mr.  DECKER,  of  New  York.  Property,  too  ( 

Mr.  KADCLIFFE,  of  Ohio.  Yes.  I  would  say  money,  property,  and 
.-IT vices.  For  instance,  do  you  believe  your  commission  has  authority 
to  promote  the  issue  of  bonds  to  be  pledged  as  security  for  a  loan,  say  ? 
Suppose,  for  instance,  a  railroad  has  been  sued  and  an  attachment 
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has  been  issued  upon  some  of  its  moneys  and  properties.  Now,  they 
•want  to  secure  a  bond  and  indemnity  company  to  release  that  at- 
tachment. In  order  to  secure  the  surety  company,  they  place  in  the 
possession  of  the  surety  company  a  certain  amount  of  their  bonds. 
Then  the  attachment  is  released,  and  the  money  is  available  that 
has  been  held  by  attachment.  Do  you  believe,  under  your  law,  that 
your  commission  has  authority  to  grant  such  an  application? 

Mr.  DECKER,  of  New  York.  I  have  some  doubt  about  it,  confined  to 
the  situation  as  you  state  it.  There  is  some  doubt  about  it  in  my 
mind. 

Mr.  RADCLIFFE,  of  Ohio.  Do  you  believe  your  commission  would 
have  authority  under  your  laws  to  permit  one  corporation  to  sell  its 
own  securities,  the  proceeds  to  be  expended4  upon  the  property  of 
another  corporation  which  was  controlled  by  the  first  corporation  ? 

Mr.  DECKER,  of  New  York.  Yes. 

Mr.  RADCLIFFE,  of  Ohio.  So  that  you  have  that  authority  under 
the  law? 

Mr.  DECKER,  of  New  York.  Yes. 

Mr.  RADCLIFFE.  of  Ohio.  To  illustrate  the  case:  It  often  happens 
that  a  railroad  corporation  owns  a  bridge.  The  bridge  company 
is  a  separate  corporation.  The  bridge  must  be  maintained.  Would 
your  commission  think  it  had  authority  to  authorize  the  railroad 
company  to  issue  bonds,  the  proceeds  to  be  expended  upon  the  prop- 
erty of  the  bridge  company? 

Mr.  DECKER,  of  New  York.  Well,  it  is  part  of  its  operating  system. 

Mr.  RADCLIFFE,  of  Ohio.  But  a  separate  corporation  ? 

Mr.  DECKER,  of  New  York.  Yes;  a  separate  corporation.  It  takes 
the  securities  of  the  bridge  company,  if  you  please,  for  its  advances, 
and  in  order  to  pay  off  that  money  floats  its  indebtedness  and  issues 
its  own  bonds  as  security.  That  is  done. 

Mr.  HILL,  of  Georgia.  The  purpose  of  conferring  jurisdiction  upon 
State  commissions,  I  take  it,  with  reference  to  the  approval  of  stock 
and  bond  issues  is  not  confined  to  the  question  merely  of  rate  making. 
There  are  several  reasons  and  many  reasons  perhaps  why  this  juris- 
diction is  being  conferred.  Undoubtedly  I  think  that  has  had  a 
large  bearing  on  the  question  of  rates  and  rate  making — the  question 
of  capitalization,  the  amount  of  the  issue  of  stock  and  bonds.  But  as 
the  Supreme  Court  of  the  United  States,  in  the  case  of  Sinythe  v. 
Ames,  known  as  the  Nebraska  case,  held,  that  is  but  one  element  to 
be  considered  in  making  a  rate. 

That  may  be  considered  along  with  other  questions  that  are  enumer- 
ated and  laid  down  in  that  case.  But,  as  I  say,  I  think  the  purpose  is 
twofold  or  threefold  or  even  more  than  that.  It  is  primarily,  I  take 
it,  to  prevent  overcapitalization.  It  is  to  let  the  investor  know  that 
when  he  goes  out  into  the  market  and  wants  to  buy  securities,  he  is 


246          NATIONAL   ASSOCIATION    OF    HAIL\VAY    COMMISSIONERS. 

going  to  get  quid  pro  quo.  the  full  value  of  his  money.  And  on  the 
other  hand  it  is  a  benefit  to  the  corporation  issuing  these  securities. 
because  when  they  issue  them  upon  the  approval  of  the  State  com- 
missions or  the  Federal  commission,  if  that  pawer  is  over  given,  they 
will  understand  that  when  they  put  these  securities  upon  the  market 
those  securities  will  have  a  definite  value. 

The  trouble  at  present  is  that  a  great  many  of  the  corporations  are 
overcapitalized, -and  hence  their  securities  not  only  do  not  sell  at  par 
and  above  par,  but  a  great  many  of  them  below  par.  The  question 
often  arises,  in  considering  the  question  of  approval  of  stock  and 
bond  issues,  as  to  whether  they  will  be  allowed  the  full  value,  the 
face  value,  of  the  stock  and  bonds  or  not.  Some  of  the  commissions 
insert  a  clause  in  their  orders  that  they  shall  not  be  sold  at  less  than 
a  certain  amount,  say  80  or  85  per  cent,  because  it  is  generally  known. 
I  think,  that  where  a  new  enterprise  of  this  sort  is  being  developed, 
it  is  done  by  the  issuance  of  the  stock  and  bonds,  and  the  contractor 
takes  the  bonds  and  puts  them  upon  the  market  and  sells  them  at  a 
given  price.  In  addition  to  that  he  wants  his  promoter's  risk,  he 
wants  his  contractor's  risk,  and  I  think  is  entitled  to  a  reasonable 
amount,  whatever  that  may  be. 

Some  of  the  States  have  fixed  that  amount — what  margin  they 
shall  be  allowed  over  and  above  their  face  value.  Some  of  the  other 
States  have  not  fixed  any  amount,  but  the  discretion  is  vested  in  the 
commissions  themselves,  and  they  exercise  that  discretion  according 
to  the  circumstances  of  each  case.  A' great  many  complications  have 
arisen  in  the  discussion  of  these  questions.  For  instance,  before  com- 
missions had*  the  jurisdiction,  there  were  a  great  many  corporations 
overcapitalized,  and  perhaps  are  overcapitalized  to-day.  An  appli- 
cation is  made  to  a  State  commission  for  the  issuance  of  stocks  and 
bonds  for  a  given  purpose.  They  are  already  overcapitalized.  The 
law  of  the  State  says  that  when  they  want  an  approval  of  stocks 
and  bonds  they  shall  come  to  the  commission  and  present  a  list  of 
the  stocks  and  bonds  that  they  propose  to  issue,  and  that  the  commis- 
sion shall  authorize  them  only  when  necessary  for  certain  purposes. 

The  question  arises,  if.  they  are  already  overcapitalized,  whether 
the  commission  in  a  case  of  that  sort  can  still  approve  an  issue  if  it 
is  necessary  for  the  purposes  stated  in  the  act.  1  take  it  that  not- 
withstanding the  fact  that  they  are  overcapitalized  and  it  is  neces- 
sary for  the  purpose  of  improvement,  for  the  purpose  of  extension, 
or  something  of  that  sort,  that  they  may  approve.  But  the  great 
beneficial  effect  of  this  authority  and  authorization  will  be  in  the 
future  rather  than  in  its  effect  upon  corporations  which  have  ex- 
tensively issued  stocks  and  bonds  in  the  past. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  I  would  like 
to  add,  by  way  of  emphasis,  one  word  in  regard  to  what  Mr.  Hill  has 
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said,  that  whatever  benefit  may  come  from  our  statutes  covering  the 
issuance  of  securities  must  necessarily  lie  very  largely  in  the  future. 

There  is  perhaps  no  one  who  has  thought  about  this  matter  at  all 
who  would  be  willing  to  attempt  to  untangle  the  issuance  of  past 
securities.  But  as  State  commissioners,  as  Interstate  Commerce  Com- 
missioners, we  can  see  to  it  that  every  piece  of  paper  issued  by  a 
public-service  corporation  shall  tell  the  exact  truth;  that  if  that 
piece  of  paper  says  80  cents  it  will  tell  the  exact  truth ;  if  it  says  60 
cents  it  will  tell  the  exact  truth,  and  that  60  or  80  cents  or  a  dollar 
have  actually  gone  into  the  property,  we  shall  have  performei  a 
very  important  public  service. 

Now.  no  one  can  say  that  if  to-day  we,  as  regulating  authorities, 
authorize  the  issuance  of  $100,000  of  stocks  and  bonds  on  the  part  of 
a  public-service  corporation,  that  the  corporation  is  worth  that  much. 
All  we  can  say  is  that  $100,000  has  gone  into  that  property.  That 
is  our  duty.  But  we  can  not  say  to  anyone  that  it  may  be  worth 
$200,000  or  $150,000  or  $90,000  to-morrow ;  it  may  be  worth  $100,000 
to-morrow.  We  all  hope  it  will  be  worth  $100,000,  but  no  one  knows. 
No  one  can  guarantee  the  investor  a  continuation  of  the  values  he 
believes  he  acquires.  The  public  authority  can  see  to  it  that  what  he 
buys  will  represent  substantially  what  has  gone  into  the  property. 
We  all  know  that  in  the  past  that  has  not  been  true.  And  when  we 
have  done  that  we  have  done  perhaps  all  we  reasonably  can  do. 

We  can  not  say  to  investors  that  this  or  that  security  is  good  for 
him.  Some  one  has  said  that  the  pure-food  law  can  insure  to  us 
pure' food,  but  it  can  not  insure  to  us  digestiblity.  It  can  not  guar- 
antee to  us  that  the  food  we  buy  under  the  pure-food  act  will  do  our 
systems  good.  That  is  a  matter  for  the  individual  purchaser;  and 
so  with  reference  to  securities.  May  I  answer  the  question  asked  by 
the  gentleman  from  South  Dakota  with  respect  to  telephone  com- 
panies? He  asked  for  the  experience  of  States.  In  Wisconsin  scores 
of  applications  of  that  kind  have  come  before  the  commission.  As  a 
matter  of  course,  if  the  telephone  company,  which  oftentimes  is  an 
enterprise  that  rests  in  some  one  family,  and  is  actually  on  the  basis 
of  a  corner  grocery,  if  that  kind  of  an  enterprise  comes  to  the  end  of 
its  rope  and  the  equipment  has  played  out,  the  Wisconsin  commis- 
sion would  grant  authority  to  issue  additional  securities  to  advance 
rates,  generally  an  unpopular  thing  to  do.  But  if  the  facts  are 
clearl}'  set  forth,  so  that  everyone  wishing  to  know  why  the  rates  were 
advanced  may  know,  the  people  will  not  only  acquiesce  in  it  but  actu- 
ally support  it. 

Telephone  companies  charging  $5  or  $7  or  $8  a  year  for  that  class 
of  telephone  business  can  not  be  conducted  on  that  basis.  And  there 
are  scores  of  companies  in  our  State  doing  that  now.  Many  of  those 
that  are  established  to-day  have  come  before  the  commission  to  get 
relief. 
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Mr.  CLARKE,  of  Nebraska.  Where  a  company  lias  been  organized 
and  capital  has  been  actually  paid  in,  and  the  rate  has  been  a  reason- 
able rate,  but  through  mismanagement  or  absorption  of  earnings  in 
paying  dividends  and  failure  to  lay  aside  a  depreciation  fund  to  take 
care  of  the  time  when  the  property  is  run  down,  they  come  in  and  ask 
to  issue  stock,  and  the  condition  of  the  company  is  such  that  the  stock 
would  not  be  worth,  say,  50  cents  on  a  dollar,  and  they  have  put  it  at 
75  to  80,  in  authorizing  the  issuance  of  that  stock,  what  is  the  solution 
of  the  situation  of  that  company? 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  I  would  sug- 
gest telling  such  gentlemen  that  since  they  ate  their  pii 
they  could  not  have  it  to-day.     In  other  words,  since  they  took  out  an 
excessive  amount  in  the  past  they  must  do  the  best  they  can  to-day. 
It  may  mean  bankruptcy  or  reorganization. 

Mr.  CLARKE,  of  Nebraska.  Is  there  not  a  better  solution  than  that  by 
authorizing  the  company  to  shrink  the  shares  of  stock  pro  rata  so  that 
the  issue  represents  more  nearly  the  tangible  value  of  the  property!1 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  That  prac- 
tically means  reorganization.  You  mean  whether  you  should  author- 
ize a  sale  of  the  stock  very  much  below  par  ? 

Mr.  CLARKE,  of  Nebraska.  Yes. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  Quite  so. 
And  that  I  believe  the  Wisconsin  and  New  York  commissions  have 
done  when  the  statute  permits.  But  the  Wisconsin  statute  does  not 
permit  the  sale  of  stock  below  par;  discount  comes  in  under  bonds. 
They  must  issue  bonds  or  reorganize. 

Mr.  LANE,  of  the  Interstate  Commerce  Commission.  Do  you  mean 
that  if  a  share  of  stock  is  issued  at  $100  that  means  that  $100  must  be 
paid  into  the  treasury  of  the  company?  I  came  in  in  the  midst  of 
your  talk. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  If  a  share 
of  stock  reads  $100.  I  mean  a  share  of  stock  authorized  by  a  public- 
service  corporation,  that  shall  mean  $100  has  actually  gone  into  the 
property — in  money,  in  property,  or  in  service. 

Mr.  LANE,  of  the  Interstate  Commerce  Commission.  Mr.  Chair- 
man, it  seems  to  me  that  here  is  a  pretty  large  proposition,  and  I 
doubt  very  much  if  the  great  enterprises  of  the  West  could  be 
financed  upon  that  basis.  I  doubt  very  much  if  the  railroads  in 
those  sections  of  the  country  where  railroads  are  most  needed  could 
be  financed  if  it  was  necessary  that  whenever  stock  was  is.-ued  or 
bonds  issued  the  amount  of  the  face  should  be  paid  into  the  treas- 
ury. I  would  like  further  to  suggest  the  doubt  as  to  the  nece.-.sity  for 
governmental  intervention  in  that  matter.  Is  it  a  duty  of  the 
Government  to  make  any  such  guaranty  as  to  value  or  as:  to  the 
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fact  that  this  $100  which  is  upon  this  piece  of  paper  does  actually 
represent  the  hundred  dollars  that  was  paid  into  the  treasury  ? 

Is  not  the  duty  to  society  sufficiently  met  when  we  know  actually 
the  amount  of  money  which  that  piece  of  paper  did  bring  and  the 
actual  use  to  which  that  money  was  put?  It  has  seemed  to  me  that 
those  laws  which  gave  to  commissions  the  power  to  determine  in 
advance  the  figure  at  which  bonds  or  stocks  shall  sell  were  based 
upon  a  wrong  theory;  they  were  based  upon  the  theory  that  the 
Government  had  a  direct  interest  in  that  matter.  As  a  matter  of 
fact  it  is  the  stockholder  or  the  speculator  who  is  interested  in  that 
question.  The  Government  is  interested  in  knowing  just  what 
amount  of  money  goes  into  a  public  utility. 

In  other  words,  I  question  if  it  is  the  duty  of  the  Government 
to  do  anything  more  than  this,  to  say  to  a  corporation,  "  You  may 
issue  stocks  and  bonds  to  any  degree  that  you  please,  provided  every- 
thing that  you  do  as  to  their  issuance  becomes  a  matter  of  public 
record.  Every  stockholder  and  eveiyone  who  wishes  to  become  a 
stockholder  should  have  access  to  those  records,  and  everyone  can 
know  precisely  how  much  money  was  obtained  or  just  how  much 
property  was  obtained  as  the  proceeds  of  the  issuance  and  sale  of 
those  securities."  What  business  is  it  of  the  people  of  the  United 
States  as  a  collective  body  whether  there  is  one  hundred  millions  face 
value  of  stock  issued  for  a  railroad,  which  costs  but  $50,000.000  ?  We 
should  know  that  the  road  cost  but  $50,000,000 ;  and  it  is  a  very  easy 
thing  to  devise  the  machinery  by  which  that  can  be  ascertained.  We 
should  know  precisely  the  amount  of  stock  that  is  issued  and  pre- 
cisely the  amount  of  property  that  was  obtained.  But  the  stock 
issue  itself  is  a  matter  with  which  the  stockholder  himself  is  chiefly 
and  primarily  concerned. 

I  believe  eventually  we  will  get  to  the  point  where  the  Supreme 
Court  will  say  to  us  that  the  returns  to  be  made  to  a  railroad  must  be 
made  upon  the  investments  made  by  the  stockholders.  They  have  in 
the  Smythe  case  and  in  a  large  number  of  other  cases  presented  a 
great  number  of  things  which  must  be  taken  into  consideration, 
among  them  the  issuance  of  stocks  and  bonds ;  but  how  material  are 
these  matters? 

We  know  from  our  experience  that  the  issuance  of  stocks  and 
bonds  means  practically  nothing — that  there  is  no  real  fixed  rela- 
tion between  stocks  and  bonds  and  values.  We  may  guess  sometimes 
that  the  property  is  worth  what  the  stocks  and  bonds  represent,  but 
we  can  come  no  nearer  than  a  guess  unless  we  make  an  appraisement, 
and  we  have  not  yet  determined  as  to  the  proper  basis  upon  which 
that  appraisement  shall  be  made.  But  it  is  our  duty  to  know,  and 
I  think  the  Supreme  Court  eventually  will  hold  that  we  should 
know,  just  what  these  issues  of  securities  yielded  and  whether  that 
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money  and  every  cent  of  it  went  into  the  property  which  serves  the 
public.  My  idea,  therefore,  of  a  really  practical- law  on  this  subject 
would  be  one,  in  the  first  place,  which  would  effectually  give  publicity 
to  every  issuance  of  securities.  And  that  could  be  done  easily  by  a 
system  of  registration — by  a  system  of  application,  if  you  please — on 
the  part  of  the  carrier,  by  which  notification  is  given  to  the  commis- 
sion that  it  is  intended  to  issue  a  certain  volume  of  stocks  and  bonds. 

Why  should  we  fix  the  price  of  sale?  If  you  have  had  any  ex- 
perience in  these  matters,  you  can  not  tell  what  the  value  of  a  bond  is 
or  what  the  value  of  stock  is  until  you  go  to  the  three  or  four  men 
in  the  United  States  who  can  and  do  handle  those  stocks  and  bonds. 
I  went  once  to  New  York  with  a  large  bonding  proposition  and  was 
told  that  there  were  five  men  in  New  York  to  see,  and  if  those  five 
men  would  not  take  those  bonds  at  the  price  wye  thought  they 
should  yield  there  was  no  use  in  seeing  anyone  else.  I  do  not 
know  what  your  experience  has  been  upon  the  State  commis- 
sions, but  I  doubt  very  much  if  any  commissioner  can  say  that  a 
certain  bond  should  bring  85.  All  he  can  say  is  that  a  certain  group 
of  men  are  willing  to  give  85,  and  therefore  that  is  its  market  value, 
and  upon  the  statement  or  affidavit  or  testimony  of  these  men  you  say 
these  bonds  may  be  issued  at  85.  But  there  has  been  no  judgment 
exercised  on  your  part,  and  your  control  has  been  merely  nominal. 
That  is  a  part  of  the  business  or  the  work  of  commissions  that  it 
strikes  me  in  a  sense  is  fictitious — is  based  upon  a  wrong  theory.  We 
sit  upon  a  bench  and  the  question  before  us  is  whether  we  shall  per- 
mit the  issuance  of  certain  stocks  at  a  certain  figure.  One  man  comes 
before  us  and  says  that  these  stocks  should  yield  100  cents  upon  the 
dollar.  Very  good.  "Will  you  give  100  cents?"  "No:  I  am  not 
authorized  to  do  that."  Another  man  says  they  ought  to  yield  80. 
"  I  will  give  80."  "  Very  well.  We  will  authorize  the  issuance  of 
those  stocks  at  80." 

As  a  matter  of  fact,  what  is  done,  gentlemen?  Long  before  the 
question  is  ever  brought  before  your  commission  the  question  is  taken 
to  New  York  or  to  Chicago  or  to  some  other  money  center,  and  there 
it  is  determined  what  volume  of  stocks  and  bonds  will  be  issued  and 
just  what  price  will  be  paid.  And  the  work  we  do  or  you  do  as  com- 
missions is  a  work  of  supererogation.  You  simply  indorse  Avhat  has 
already  been  determined  probably  months  in  advance.  So  that 
in  agitation  upon  this  question  of  the  control  of  capitalization 
I  would  suggest  the  wisdom  of  going  slow  and  finding  first  if 
it  is  not  possible  to  achieve  every  result  desired  by  publicity  and  the 
exact  and  official  ascertainment  of  the  fact  that  the  money  that  is 
raised  goes  into  the  property. 

Mr.  WATSON,  of  Oklahoma.  I  want  to  indorse  what  Judge  Lane  has 
said  upon  this  subject.  The  Oklahoma  commission  has  no  jurisdic- 
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tion»over  the  issuing  or  approving  of  stocks  and  bonds,  but  we  have 
the  regulation  of  the  rates,  and  in  fixing  their  rates  we  take  an  in- 
ventory of  their  property  and  ascertain  what  is  the  true  value  of  that 
property  and  fix  the  rates  upon  the  valuations  of  the  property,  allow- 
ing them  for  it  a  depreciation  and  interest  upon  their  money. 
Now.  we  have  towns  in  our  State  that  five  years  ago,  or  perhaps 
less,  had  three  or  four  thousand  inhabitants,  which  to-day  have 
twenty  or  twenty-five  thousand  inhabitants,  and  the  telephone  sys- 
tem that  was  in  vogue  five  years  ago  is  inadequate  to  meet  the  grow- 
ing demands  of  that  town.  Hence  they  sell  out  to  a  larger  corn- 
pan}',  and  that  company  goes  ahead  and  enlarges  the  plant  to  meet 
the  demands  of  the  city.  In  enlarging  its  system  they  possibly 
could  not  use  any  part  of  the  old  plant,  and  hence  had  to  go  to 
work  and  build  a  newr  plant  out  and  out,  buildings  and  all.  Now, 
when  we  go  to  make  rates  for  that  city  we  could  not  take  into 
consideration  the  material  that  was  in  the  old  plant  or  system,  be- 
cause it  was  not  suitable  for  the  new  plant,  and  hence  the  material 
that  was  in  the  old  plant  went  to  the  junk  shop  and  a  valuation 
placed  upon  it  as  junk. 

All  new  material  that  was  in  the  new  plant,  with  the  building,  was 
what  we  considered  of  value.  So  that  we  had  them  make  a  report  to 
us  each  month  as  to  the  expenditures  in  their  different  plants  and  dif- 
ferent towns  and  of  what  that  expenditure  consisted,  whether  it 
was  in  buildings  and  building  to  install  their  system  or  whether 
it  was  building,  poles,  or  wires,  or  of  whatever  it  might  consist. 
When  the  plant  was  completed,  if  we  thought  from  their  report 
that  they  had  not  put  the  money  in  that  plant  that  they  claimed,  we 
put  our  engineer  and  telephone  expert  to  work  to  take  an  appraise- 
ment of  that  property  and  see  what  amount  they  had  put  in  it. 
Upon  that  appraisement  we  based  our  rates.  Sometimes  we  no  doubt 
thought  they  had  the  stock  of  their  companies  watered  to  the  extent 
that  if  the  phone  was  in  the  water  you  could  not  hear  it  ring;  but 
we  did  not  pay  any  attention  to  the  amount  to  which  they  watered 
the  stock.  We  simply  go  in  and  take  an  appraisement  of  the  valua- 
tion, or  take  an  appraisement  of  the  property  as  it  is  worth  to-day, 
and  fix  our  rates  upon  that,  allowing  them  depreciation  and  interest 
upon  the  money  invested ;  and  when  we  do  that  they  know  perfectly 
well  whether  or  not  we  have  given  them  a  just  allowance  upon  the 
money  they  have  invested,  and  can  tell  whether  or  not  to  accept  the 
rates  that  we  make  for  them. 

But  from  their  monthly  reports  and  annual  report  to  us  made  by 
themselves  and  sworn  to,  there  is  not  a  single  plant  in  the  State,  ac- 
cording to  their  own  reports,  but  Avhat  is  making  them  a  handsome 
dividend  upon  the  money  invested  in  that  plant,  although  at  the  same 
time,  comparing  our  rates  with  the  rates  in  some  other  States,  I 
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find  that  our  rates  are  a  little  over  half  what  they  are  in  some  other 
States  where  the  commission  has  no  jurisdiction  over  the  regulation 
of  the  rate. 

Now,  as  to  urban  and  steam  railroads,  I  believe  I  have  stated 
upon  this  floor  once  before  that  we  have  not  got  a  steam  railroad  in 
the  State  of  Oklahoma  that  cost  $20,000  per  mile  to  build,  not  a 
single  one,  on  an  average.  But  the  most  of  those  roads  are  bonded 
to-day  for  $60,000  per  mile.  We  have  one  road  that  runs  140  miles 
across  the  eastern  border  of  our  State,  bonded  at  $208,000  per  mile. 

When  the  railroad  companies  asked  for  an  injunction  against  us 
upon  the  rates  that  we  had  made,  Judge  Hook,  in  granting  that 
temporary  injunction,  said  that  in  making  rates  we  should  take  into 
consideration  the  stocks  and  bonds  of  the  railroad.  Gentlemen,  that 
road  is  bonded  at  $208,000  per  mile,  and  if  we  were  to  follow 
that  advice  of  Judge  Hook,  we  would  probably  have  to  make  rail- 
road fares  anywhere  from  12  to  15  cents  a  mile  and  freight  rates  in 
proportion. 

But  I  do  not  believe  any  court  of  justice  would  want  to  force  the 
commission  to  make  a  rate  upon  a  railroad  or  telephone  or  street-car 
proposition  upon  the  basis  of  the  bonded  indebtedness  of  those  con- 
cerns; but  the  rate  should  be  fixed  on  what  those  properties  are 
actually  worth,  and  the  appraisement  of  those  properties  should  be 
made,  and  that  appraisement  should  provide  that  what  those  prop- 
erties are  actually  worth  to-day,  taking  into  consideration  the  depre- 
ciation of  the  properties  since  they  have  been  built,  and  the  rolling 
stock  as  well,  should  be  all  taken  into  account  in  fixing  the  rate. 

I  think  if  we  were  to  follow  that  course  it  would  not  matter  a 
particle  with  us  whether  a  road  or  telephone  company  was  bonded 
for  four  times  what  it  is  actually  worth  or  what  it  actually  cost  to 
build  it.  or  not,  if  we  put  our  rates  upon  the  actual  valuation  of  that 
property. 

Mr.  GOTHLIN,  of  Ohio.  I  find  by  reference  to  the  record  of  yester- 
day's proceedings  that  the  chairman  of  this  committee,  after  he  read 
the  report,  moved  that  it  be  received  and  printed.  I  ask  for  the 
question. 

The  motion  was  carried. 

REPORT   OF   COMMITTEE   ON   COMPLIMENTARY  RESOLUTIONS. 

Mr.  ELMQUIST,  of  Minnesota.  Your  committee  on  complimentary 
resolutions  begs  leave  to  report  that  the  thanks  of  this  association 
are  hereby  tendered  to  the  Interstate  Commerce  Commission  for 
courtesies  extended  in  furnishing  a  convenient  place  for  holding  the 
sessions,  reporting  and  printing  the  proceedings,  and  for  its  many 
other  courtesies ; 
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To  the  Hon.  R.  Hudson  Burr,  our  worthy  president,  for  the  skill 
and  energy  he  has  displayed  in  making  this  convention  a  distinct  suc- 
cess, and  for  his  fair  and  impartial  conduct  during  all  of  its  de- 
liberations ; 

To  our  secretary,  William  H.  Connolly,  and  his  assistant,  William 
Kilpatrick,  for  the  faithful  and  efficient  performance  of  the  many 
duties  cast  upon  them; 

To  the  members  of  the  executive  committee,  for  the  labor  and  good 
judgment  exercised  in  planning  the  work  of  the  convention ; 

To  the  members  of  the  several  standing  committees,  for  the  r-ble 
reports  that  have  been  presented;  and  to  all  the  other  members  who, 
by  their  presence  and  discussion,  have  aided  in  the  profitable  work  of 
this  convention. 

The  report  is  respectfully  submitted  by  the  committee  and  I  move 
its  adoption. 

The  motion  was  carried. 

INSTALLATION   OF   OFFICERS. 

The  PRESIDENT.  We  have  concluded  our  program.  I  will  appoint 
Mr.  Meyer,  of  the  Interstate  Commerce  Commission,  and  Mr.  Pat- 
ton,  of  Oklahoma,  to  escort  President-Elect  Staples  to  the  chair. 

The  committee  escorted  Mr.  Staples  to  the  chair. 

The  PRESIDENT.  Mr.  Staples,  in  turning  over  the  gavel  of  this 
association  to  you  I  wish  for  you  a  successful  administration  during 
the  ensuing  year.  I  ask  that  the  members  of  the  association  give  to 
you  their  hearty  support  and  cooperation.  I  know  this  is  necessary 
in  order  to  make  your  administration  as  successful  as  you  would 
wish  it  to  be.  I  am  sure  that  with  the  long  experience  which  you 
have  had  in  this  work  and  your  well-known  devotion  to  the  public 
service  I  may  safely  predict  that  your  administration  will  be  a 
success. 

I  wish  to  say  on  my  own  behalf  to  the  members  of  this  association 
that  I  appreciate  the  honor  and  distinction  they  have  conferred  upon 
me  by  my  election  to  this  office  a  year  ago,  and  the  courtesies  which 
they  have  extended  to  me  and  the  aid  which  I  have  received  from 
them  in  bringing  about  whatever  degree  of  success  we  have  had  at 
this  meeting.  Gentlemen  of  the  convention,  I  thank  you  for  your 
kindness  and  courtesies  to  me  during  the  past  year  and  during  this 
convention.  I  take  pleasure  in  introducing  Hon.  Charles  F.  Staples, 
of  Minnesota,  your  new  president. 

President  STAPLES.  Fellow  members  of  this  association :  I  will  un- 
dertake to  exercise  better  judgment  than  to  consume  much  of  your 
time  at  this  hour  of  the  day  and  this  closing  hour  of  our  session.  I 
certainly  do  not  want  to  leave  room  for  doubt  that  I  most  thoroughly 
.and  sincerely  appreciate  the  honor  which  this  association  has  con- 
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ferred  upon  me.     I  have  been  acting  with  the  executive  comui: 
for  some  years,  have  been  a  perhaps  more   or  le.->  active  member 
through  the   many  sessions  for  the  past   12  years,   have   att.-j 
every  session  since  I  became  a  commissioner,  and.  more  than  that, 
have  attended  every  minute  of  every  session. 

Years  ago  I  had  experience  for  many  years  as  a  member  of  the 
State  legislature  and— why,  I  can  not  say— I  had  a  feeling  in 
that  the  legislature  was  never  safe  if  I  were  absent  one  mimu-.     I 
perhaps  might  say  that  I  had  the  >ame  feeling  with  thi> 
tion.     But  that  would  not  be  a  correct  interpretation  of  my  "being 
present.     I  am  present  at  the  serious  of  this  convention 
of  the  great  benefit  I  feel  these  sessions  are  to  thc^e  \vlu>  atti 
if  they  attend  for  the  purpose  of  growing  in  knowledge,  and  I 
tainly  attend  for  no  other  purpose.     If  I  have  in  any  degree  at  any 
time  thrown  any  light  upon  any  subject  pertinent  to  the  work  of  the 
many  commissions,  I  think  I  am  amply  rewarded. 

As  I  said,  I  am  not  going  to  dwell  at  any  length  on  this  matter  at 
this  time,  but  I  am  going  to  ask  the  several  members  of  this  asso- 
ciation to  feel  perfectly  free  to  take  advantage  of  every  oppor- 
tunity— although  perhaps  it  will  have  to  be  mostly  by  correspond- 
ence— to  suggest  to  me  anything  that  occurs  to  you  that  might  benefit 
the  association  and  its  work  or  its  several  purposes.  I  would  also 
be  very  much  pleased  to  get  suggestions  from  the  several  members 
as  to  what  line  of  work  they  feel  best  qualified  to  do  and  that  they 
would  undertake  or  would  be  glad  to  undertake  to  do. 

As  a  member  of  the  executive  committee,  and  in  working  with 
the  president  of  the  association,  as  we  are  obliged  to,  to  a  greater  or 
less  degree,  I  have  found  quite  often  that  the  members  of  any  com- 
mittee are  prone  to  leave  entirely  to  the  chairman  the  performance 
of  the  work  of  the  committee.  It  is  necessary  for  the  president  to 
recognize  the  different  commissions  and  the  different  members  of  the 
commissions  upon  different  committees.  It  is  extremely  unfortunate 
that  the  president  of  the  association  shall  select  for  chairman  of 
any  committee  some  member  who,  either  because  of  familiarity  with 
the  subject  or  lack  of  it,  makes  that  committee  a  failure,  or  some 
member  who  does  not  care  to  undertake  the  work  of  that  committee. 
Therefore  if  I  can  have  the  suggestion  of  the  different  members  as 
to  what  they  wTould  particularly  like  to  undertake,  it  will  aid  me 
very  greatly.  In  saying  that,  I  should  say,  to  make  it  clear,  that 
members  may  make  requests  which  it  would  be  impossible  to  grant. 
If  such  should  prove  the  case,  I  trust  no  member  will  feel  offended. 
Necessities  which  one  can  not  always  explain  may  make  it  if 
to  make  other  selections. 

I  was  designated  the  other  day  by  my  friend  Mr.  Decker  as  one  who 
at  times,  to  a  greater  or  lesser  degree — particularly  to  a  lesser  de- 
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gree— sometimes  leads  in  some  of  these  matters  in  our  association. 
Do  not  feel  offended  if  I  have,  at  the  close  of  my  term,  the  name  of 
having  assumed  the  position  of  driver.  I  shall  not  hesitate,  and  I 
want  to  give  fair  warning  to  consume  at  least  considerable  time  and 
some  postage  in  the  prodding  of  the  chairmen  of  the  several  com- 
mittees. I  shall  do  so  with  the  best  of  intentions,  but  I  want  to  give 
the  committees  fair  warning  that  they  will  be  called  to  account  several 
times  during  the  coming  year,  in  order  that  I  may  be  advised  as  to 
what  progress  they  are  making.  It  wyas  my  perhaps  good  fortune  to 
have  taught  school  for  some  years,  and  I  shall  assume  the  position  of 
teacher,  not  that  I  can  tell  you  gentlemen  what  to  do  or  how  to  do  it, 
but  I  shall  certainly  not  hesitate  to  ask  you  what  you  are  doing  and 
how  you  are  doing  it. 

With  these  few  remarks,  and  again  thanking  you  for  the  honor 
you  have  conferred  upon  me,  unless  there  is  something  further  to 
come  before  the  convention,  a  motion  will  be  entertained  to  adjourn 
this  convention  sine  die.  If  there  is  any  matter  to  be  presented,  any 
member  will  be  given  an  opportunity  at  this  time. 
(Cries  of  "  Gothlin,  Gothlin.") 

President  STAPLES.  Mr.  Gothlin,  your  first  vice  president,  is  called 
for. 

Mr.  GOTHLIN,  of  Ohio.  I  am  glad  of  this  opportunity  to  extend 
to  the  members  of  the  association  my  thanks  and  also  my  deep 
sense  of  appreciation  of  the  honor  which  you  have  conferred  upon 
me  in  selecting  me  for  the  position  of  first  vice  president.  I  hope  to 
be  able  to  cooperate  with  the  president  in  his  proposition  to  do  some 
prodding.  I  have  had  some  occasion  to  do  that  in  times  past  as 
chairman  of  the  executive  committee,  and  I  sincerely  hope  with  him 
that  whenever  that  becomes  necessary,  the  chairmen  of  all  commit- 
tees will  take  it  in  good  part. 

I  will  take  this  opportunity  to  say  that  I  personally  believe  a  great 
deal  better  results  could  be  obtained  if  the  chairmen  of  the  various 
committees,  after  they  are  appointed,  would  not  delay  until  May  or 
June  or  July  or  August  for  the  beginning  of  their  work,  but  would 
begin  in  December,  January,  February,  or  March,  by  correspondence 
and  calling  the  committees  together,  to  try  to  get  to  work  and  get 
matters  in  hand,  so  that  when  the  summer  comes  the  reports  may  be 
ready  to  be  submitted  to  the  secretary,  and  then  the  members  can 
read  those  reports  and  have  them  studied  out  and  digested  and 
become  prepared  to  talk  about  them.  Perhaps  remarks  of  this  kind 
may  not  be  entirety  appropriate  at  this  time,  but  the  subject  is  close 
to  my  heart.  I  am  very  much  interested  in  the  matter,  and  I  want 
to  get  all  the  good  I  can  myself  out  of  this  association,  and  if  there 
is  anything  I  can  do  to  help  it  along  or:  as  the  president  says,  if  it  is 
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possible  for  me  to  make  any  suggestion  on  any  subject,  I  will  be  very 
glad  to  do  it.     Again  I  thank  you. 
(Cries  of  "Hill,  Hill,  Hill.") 

President  STAPLES.  Mr.  Hill,  of  Georgia,  your  second  vice  presi- 
dent, is  called  for. 

Mr.  HILL,  of  Georgia.  I  appreciate  very  highly  the  honor  you 
have  conferred  upon  me  by  my  elevation  from  the  ranks  to  the 
position  of  second  vice  president  of  this  association.  I  esteem  that 
honor  very  highly.  I  feel  sure  that  you  have  conferred  it,  not  on 
account  of  any  special  merit  on  my  part,  but  perhaps  on  account  of 
my  long  membership  in  this  association  and  my  punctuality  in  rny 
attendance  upon  the  sessions  of  this  association.  If  I  am  a  member 
of  anything,  I  believe  in  being  punctual  and  prompt,  and  in  a  meas- 
ure giving  attention  to  the  duties  of  the  position.  I  have  endeavored 
in  a  humble  way  to  do  what  the  association  has  called  upon  me  to  do, 
and  only  regret  that  I  have  not  been  able  to  do  it  with  more  satisfac- 
tion to  myself  and  to  the  association. 

I  will  not  at  this  time  talk  long,  owing  to  the  lateness  of  the  hour, 
for  I  feel  sure  the  members  of  the  association  are  anxiously  awaiting 
a  motion  to  adjourn.  I  will  simply  return  to  the  association  my 
thanks  for  the  honor  they  have  conferred  upon  me. 

(Cries  of  "  Connolly,  Connolly.  Connolly.") 

President  STAPLES.  Mr.  William  H.  Connolly,  our  secretary,  is 
called  upon. 

Secretary  CONNOLLY.  I  have  nothing  to  say  at  this  time,  but  wish 
to  thank  the  association  for  again  electing  me  as  its  secretary.  I  will 
lend  such  aid  to  the  incoming  administration  as  I  possibly  can  to 
make  it  a  success. 

President  STAPLES.  I  \vant  to  say  at  this  juncture,  and  say  it  very 
feelingly,  that  this  association  should  extend  a  vote  of  thanks  to  Mr. 
Connolly  for  accepting  the  office,  which  I  feel  really  is  an  imposition 
upon  him.  I  would  not,  however,  lose  his  services  for  a  great  deal. 

What  is  the  further  pleasure  of  the  convention  ? 

Mr.  MILLS,  of  Minnesota.  I  wish  to  move  that  the  thanks  of  this 
convention  be  extended  to  Mr.  Connolly  for  his  untiring  and  faith- 
ful efforts  in  the  past  and  for  again  accepting  the  office  of  secretary. 

President  STAPLES.  It  gives  me  great  pleasure,  and  I  feel  it  ear- 
nestly that  it  is  due  Mr.  Connolly,  to  put  this  motion. 

The  motion  is  made  and  seconded  that  the  thanks  of  this  convention 
be  extended  to  Mr.  Connolly  for  his  untiring  and  faithful  efforts  in 
the  past  and  for  his  acceptance  of  the  office  and  the  duties  which  de- 
volve upon  him  for  the  coming  year. 

The  motion  was  unanimously  carried. 

Mr.  HILL,  of  Georgia.  I  move  we  do  now  adjourn  sine  die. 

The  motion  was  carried;  and  thereupon,  at  12.50  o'clock  p.  m..  the 
association  adjourned  sine  die. 
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